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WEDNESDAY, JANUARY 4, 1956 


Untrep States Senate, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTEE ON Labor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room P-63, 
United States Capitol, Senator Paul H. Douglas (chairman of the 
subcommittee) presiding. 

Present: Senators Douglas, Neely, Kennedy, and Goldwater. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John Forsythe, general counsel to the com- 
mittee; Frank Cantwell and Michael Bernstein, professional staff mem- 
bers; and James J. McTigue, consultant. 

Senator Doveias. We have met to consider Senate bill 2663, which 
was introduced on the 28th of July by a number of Senators, dealing 
with the depressed areas of the country, and which was referred to this 
subcommittee by a letter dated November 10, 1955. I wish to an- 
nounce that for the purpose of considering S, 2663, Senator William 
Purtell of Connecticut has been temporarily appointed to the Subcom- 
mittee on Labor in lieu of Senator Smith of New Jersey. 

Last winter the Joint Committee on the Economic Report unani- 
mously declared that even in an expanding economy there were dis- 
tressed conditions which existed in certain industries and regions, 
and definite action was recommended to meet this situation. 

In a supplementary opinion signed by Senator Sparkman, Senator 
O’Mahoney and myself, and Representatives Patman, Bolling, Mills, 
and Kelley, greater emphasis was laid upon distressed industries and 
localities in pages 17 through 23 of the report, in which we declared 
it to be our opinion that the economic report of the President did not 
deal adequately with the needs of distressed industries and localities, 
and we presented the figures drawn from 44 major and 100 smaller 
labor market areas which had been classified by the Department of 
Labor as being in group 4 of high unemployment in January of 1955. 
(See appendix.) 

There has, of course, been a real economic improvement since that 
date, which we are all very happy to have had occur, and national 
productivity and national income are at high levels, but it is still true 
that in many areas, though not as many as last year, there are depressed 
economic conditions ; tens of thousands of families are suffering acutely 
from want of earnings, living wholly on relief, with little hope of 
getting a local job. 

In these areas, human morale and family conditions are deteriorat- 
ing. It has always seemed to me that it is proper for the Government 
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to follow up its full employment policy by dealing not only with 
general sendiitinins, but with specific local conditions. 

The investment in homes, schools, streets, sewers, water systems, 
utility systems, is very great, so that if a locality decays there is a 
great investment which is lost along with it. 

In addition to that, the sentiments and emotions of people who 
»sroperly love their homes and communities make them reluctant to 
eave if employment can be found. Therefore, I believe that it is 
possible for a government to develop a policy which can bring assist- 
ance and hope to these areas. 

Economic decline in a wide area is of no less a public concern than 
a flood and a storm, although not as spectacular in its nature. 

These hearings are intended to assist in developing a sound and 
reasonable program which will provide economic revival and sta- 
bility for our distressed areas, though throwing the emphasis prop- 
erly on individual effort. I am very happy that some months after 
this bill was introduced on the 28th of July it was announced from 
Denver that the administration would move in this same direction, 
and we, of course, will welcome their cooperation. 

I am going to ask that a copy of Senate 2663 be made a part of 
the record at this point, together with a digest of the bill which has 
been prepared. The reports from the interested departments of the 
Government will also be placed in the record. 

(The documents above referred to follow :) 


[S. 2663, 84th Cong., 1st sess.] 


A BILL To establish an effective program to alleviate conditions of excessive unemploy- 
ment in certain economically depressed areas 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Depressed 
Area Act.” 


FINDINGS OF FACT 


Sec. 2. The Congress hereby finds and declares that the maintenance of the 
national economy at a high level of prosperity and employment is vital to the 
best interests of the United States and that the present existence of excessive 
unemployment in certain areas of the Nation is jeopardizing the health, standard 
of living, and general welfare of the Nation. 


PURPOSE 


Sec. 3. It is therefore the purpose of this Act to provide assistance to communi- 
ties, industries, enterprises, and individuals of depressed areas to enable them 
to so adjust their productive activity as to effectively alleviate excessive unem- 
ployment within such areas. 


DEPRESSED AREAS ADMINISTRATION 


Sec. 4. In order to carry out the purposes of this Act, there is hereby estab- 
lished, within the executive branch of the Government, a Depressed Areas 
Administration (hereinafter referred to as the “Administration”). The Admin- 
istration shall be under the direction and control of an Administrator who 
shall be appointed by the President, by and with the advice and consent of the 
Senate, and who shall be compensated at the rate of $ per annum. 


ADVISORY COMMITTEE 


Seo. 5. The Administrator shall, in carrying out his duties under this Act, 
consult with an Advisory Committee, of which he shall be Chairman, and which 
shall be composed of the following: The Commissioner of the Bureau of Public 
Roads, the Commissioner of the Office of Education, the Surgeon General of the 
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United States Public Health Service, the Chief of Engineers of the Army, the 
Chief of the Forestry Service, the Administrator of General Services, the Housing 
and Home Finance Administrator, an Assistant Secretary of the Interior, an 
Assistant Secretary of Labor, an Assistant Postmaster General, an Assistant 


Secretary of Defense, the Director of Defense Mobilization, and the Chairman of 
the Atomic Energy Commission. 


DEPRESSED AREAS 


Sec. 6. (a) Areas within the United States in which the Administrator has 
determined that there has existed unemployment of not less than (1) 9 per cen- 
tum of the labor force for at least eighteen months, or (2) 6 per centum of the 
labor force for at least three years immediately prior to the date on which 
application for assistance is made under this Act, shall be designated as “de- 
pressed areas”. 

(b) (1) In making the determinations provided for in subsection (a) of this 
section, the Administrator shall be guided by, but not conclusively governed by, 
pertinent studies, information, and data conducted, collected, or compiled by 
the various departments, agencies, and instrumentalities of the Federal Govern- 
ment, by State and local governments, and by private organizations. 

(2) Upon the request of the Administrator, the Secretary of Labor is au- 
thorized and directed to conduct such special studies, obtain such information, 
and compile such data as the Administrator may deem necessary or proper to 
—_ him to make the determinations provided for by subsection (a) of this 
section. 


LOCAL COMMITTEES 


Sec. 7. The Administrator, upon determining that any area is a depressed 
area, shall appoint a local industrial development committee (hereinafter re- 
ferred to as a “local committee”), to be composed of not less than five citizens 
of such area. Each local committee shall prepare plans and cost estimates for 
the construction of industrial plants and other industrial and commercial 
facilities to attract new industries to the area which such committee represents, 


and shall enlist the support of local citizens and private and public lending 
agencies for financing such construction. 


LOANS 


Sec. 8 (a) Upon application therefor by a local committee, the Administrator is 
authorized to make loans to assist in financing the construction, within the 
depressed area represented by such committee, of industrial plants or other 
industrial or commercial facilities if he finds that— 

(1) the construction of such plant or facility is reasonably calculated to 
alleviate unemployment within the depressed area wherein it is to be 
located ; . 

(2) funds for the construction of such plant or facility are not other- 
wise available on reasonable terms; 

(3) the amount of the loan plus the amount of private funds available 
for the construction of such plant or facility are adequate to insure the 
completion of such plant or facility ; 

(4) the construction of such plant or facility will not result in the 
attracting to the depressed area in which such plant or facility is to be 
located an industry which is presently located in a depressed area, or which 
would, if induced to relocate in the area in which the plant or facility is to 
be located, become a depressed area; and 

(5) after construction the plant or facility will be utilized by firms or 
organizations on a basis to provide more than temporary alleviation of 
unemployment. 

(b) No loan made under subsection (a) of this section shall be for an amount 
in excess of 663%4 per centum of the cost of construction of the project for which 
such loan is made, nor shall the maturity date of any such loan be later than 
forty years after the date such loan was made. 

(c) Not more than $100,000,000 of the funds authorized to be raised under 
section 10 of this Act shall be available for the purpose of making loans under 
this section. 
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ASSISTANCE TO PUBLIC FACILITIES 


Sec. 9. (a) The Administrator, in consultation with the members of the Ad- 
visory Committee, shall conduct continuing studies of needs throughout de- 
pressed areas for useful public facilities, with a view to determining each of the 
various types of public facilities needed, the probable cost of construction of 
each such facility, and the estimated number of jobs which would be provided in 
and near such depressed area by the construction of each such public facility. 

(b) (1) The Administrator is authorized to receive proposals from States, 
Territories, possessions, political subdivisions of States (including municipali- 
ties), and private or public organizations and associations relating to works of 
publie facilities construction. Such proposals shall contain plans showing the 
work proposed to be performed, and the cost thereof, and shall contain proposals 
for contributions to the cost thereof by the entity making the proposal, propor- 
tioned to its ability to pay such contributions. The Administrator, in consulta- 
tion with the entity which makes a proposal, is authorized to modify all or 
any part of such proposal. 

(2) The Administrator shall periodically review proposals received under 
this subsection, and shall adopt such proposals as, in his view, will substantially 
aid in carrying out the purposes of this Act. 

(c) The Administrator, after consultation with the entity of entities most 
directly affected, is authorized to initiate programs of public facilities construc- 
tion without the necessity for proposals therefor having been made under sub- 
section (b). 

(d) The Administrator shall select projects to be constructed under this sec- 
tion on the basis of the degree to which the construction of such project will 
result in the most effective and economic alleviation of unemployment within the 
depressed area wherein such project is to be constructed. 

(e) (1) The Administrator shall assist, by making grants or loans, in the 
construction of any project selected for construction by him as the result of 
the submission of a proposal provided for in subsection (b), but he shall not 
make any loan or grant to assist in the construction of any project with respect 
to which a grant or loan under any other Federal program or State programs 
partially financed by Federal grants is, or upon application therefor would be, 
obtainable. 

(2) In the ease of any project which is in a category of projects with respect 
to the construction of which assistance, by means of grants or loans, is pro- 
vided under another Federal program or State program partially financed by 
Federal grants, but which is not eligible for such assistance, or for which such 
assistance cannot be obtained, the Administrator shall, in determining the 
amount and conditions under which a grant or loan will be made under this 
subsection, be governed by the amounts and conditions of the grants or loans 
provided for by such Federal or State program. 

(f) The Administrator is authorized to proceed with the construction of any 
project initiated by him under subsection (c) without any requirement of local 
contributions toward the construction of such project. 

(g) The Administrator shall provide by regulations for the supervision of 
construction conducted under this section to insure that Federal funds are not 
wasted or dissipated. 

(h) Not more than $100,000,000 of the funds authorized to be raised under 
section 10 of this Act shall be available for the purpose of carrying out the 
provisions of this section. 

FUNDS 


Sec. 10. To obtain funds for grants and loans under this Act, the Adminis- 
trator may, with the approval of the President, issue and have outstanding at 
any one time notes and obligations for purchase by the Secretary of the Treasury 
in an amount not to exceed $200,000,000. Such notes or other obligations shall 
be in such forms and denominations, have such maturities, and be subject to 
such terms and conditions as may be prescribed by such officer or agency, with 
the approval of the Secretary of the Treasury. Such notes or other obligations 
shall bear interest at a rate determined by the Secretary of the Treasury, taking 
into consideration the current average rate on outstanding marketable obliga- 
tions of the United States as of the last day of the month preceding the issu- 
ance of such notes or other obligations. The Secretary of the Treasury is 
authorized and directed to purchase any notes and other obligations issued under 
this section and for such purpose is authorized to use as a public debt trans- 
action the proceeds from the sale of any securities issued under the Second 
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Liberty Bond Act, as amended, and the purposes for which securities may be 
issued under such Act, as amended, are extended to include any purchases of 
such notes and other obligations. The Secretary of the Treasury may at any 
time sell any of the notes or other obligations acquired by him under this sec 
tion. All redemptions, purchases, and sales by the Secretary of the Treasury 
of such notes or other obligations shall be treated in every respect as public 
debt transactions of the United States. 


PROCUREMENT 


Sec. 11. (a) Each department, agency, or other instrumentality of the Fed 
eral Government engaged in the procurement of any supplies or services for use 
by or on behalf of the United States shall, to the maximum practicable extent, 
procure such supplies or services from contractors in depressed areas or from 
contractors who in furnishing the same will undertake to provide for the em 
ployment of additional individuals in depresse( areas. 

(b) The Administrator shall furnish all departments, agencies, and instru 
mentalities of the Federal Government with a list of areas which he has desig 
nated as depressed areas under this Act together with a list of the services and 
supplies which are most abundantly available in each of such areas. 


INFORMATION 


Sec. 12. The Administrator shall aid depressed areas by furnishing to inter- 
ested individuals, communities, industries, and enterprises within such areas 
any assistance, technical information, market research, or other forms of as 
sistance, information or advice which is obtainable from the various depart- 
ments, agencies, and instrumentalities of the Federal Government and which 
would be useful in alleviating conditions of excessive unemployment within 
such areas. 

POWERS OF ADMINISTRATOR 


Sec. 13. For the purposes of performing his duties, the Administrator is 
authorized to— 
(a) hold such hearings, to sit and act at such times and places, and to 


take such testimony, as the Administrator may deem advisable; 

(b) secure directly from any executive department, bureau, agency, board, 
commission, office, independent establishment, or instrumenality informa- 
tion, suggestions, estimates, and statistics needed to carry out the purposes 
of this section; and each department, bureau, agency, board, commission, 
office, establishment, or instrumentality is authorized and directed to furnish 
such information, suggestions, estimates, and statistics directly to the 
Administrator ; 

(c) require by subpena or otherwise the attendance of witnesses and the 
production of books, papers, and documents, to administer oaths, to take 
testimony, to have printing*and binding done; and to make such expendi- 
tures as he deems advisable within the amount appropriated therefor. The 
Administrator may administer oaths or affirmations to witnesses appearing 
before him. Subpenas shall be issued under the signature of the Adminis- 
trator and shall be served by any person designated by him. The Admin- 
istrator is authorized to exercise any of the powers conferred upon the 
Securities and Exchange Commission by subsection (c) of section 21 of the 
Securities and Exchange Act of 1934, and subsection (d) of such section 
shall be applicable to witnesses before the Administrator; and 

(d) establish such rules, regulations, and procedures as may be appro- 
priate to permit the Administrator to perform the functions prescribed in 
this Act. 

TAX RELIEF 


Sec. 14 (a) The first sentence of section 168 (e) (1) of the Internal Revenue 
Code of 1954 (relating to amortization of emergency facilities) is amended by 
striking out “has certified as necessary in the interest of national defense during 
the emergency period, and only such portion of such amount as such authority 
has certified as attributable to defense purposes” and inserting in lieu thereof 
“has certified as necessary in the interest of national defense or to relieve unem- 
ployment in areas designated as ‘depressed areas’ by the Administrator of the 
Depressed Areas Administration during the emergency period, and only such 
portion of such amount as such authority has certified as attributable to such 
purposes,” 
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(b) The amendment made by this section shall be effective only with respect 
to taxable years beginning after December 31, 1954. 


VOCATIONAL TKAINING 


Sec. 15. (a) The Secretary of Labor. shall— 

(1) prescribe and provide suitable training for unemployed individuals 
residing in depressed areas who are in need of retraining, reemployment, 
vocational education, or vocational rehabilitation ; 

(2) utilize and extend all existing Federal Government facilities, and 
utilize the facilities of any other governmental agency maintained by joint 
Federal and State contributions, to carry out the purposes of this section ; 
and 

(3) by agreement or contract with public or private institutions or 
establishments, provide for such additional training facilities as may be 
necessary to accomplish the purposes of this section. 

(b) The Secretary of Labor shall have the power and the duty to cooperate 
with existing Federal, State, and local agencies and officials in charge of existing 
programs relating to retraining, reemployment, vocational education, and voca- 
tional rehabilitation for the purpose of coordinating his activities with those of 
such Federal, State, and local agencies. 


UNEMPLOYMENT COMPENSATION 


Sec. 16. (a) The Secretary of Labor shall on behalf of the United States enter 
into an agreement with any State in which a depressed area is located under 
which the State, as agent of the United States, will make supplementary pay- 
ments of compensation to unemployed individuals within the depressed areas of 
such State as provided for in this section, and will otherwise cooperate with the 
Secretary and with other State agencies in making payments of compensation 
under this section. 

(b) Supplementary payments of unemployment compensation under this sec- 
tion shall be made only to uhemploeyed individuals who have been certified by the 
Secretary of Labor to be undergoing training for a new job. 

(c) In the case of individuals who accept or continue in training under sec- 
tion 15 of this Act or who have been certified under subsection (b) of this sec- 
tion after the expiration of the State unemployment compensation, the Federal! 
Jovernment will continue to pay unemployment compensation benefits under the 
State unemployment compensation laws for a period of not exceeding thirteen 
weeks. 

SURPLUS FOOD SUPPLIES 


Sec. 17. (a) The last sentence of section 407 of the Agricultural Act of 1949 
is amended to read as follows: “Except on a reimbursable basis, the Corpora- 
tion shall not bear any costs in connection with making such commodity avail- 
able beyond the cost of the commodity to the Corporation in store, the cost of 
processing it into a form suitable for home or institutional use if it is a food 
commodity, and the handling and transportation costs in making delivery of the 
commodity to designated agencies at one or more central locations in each 
State.” 

(b) The next to last sentence of section 416 of the Agricultural Act of 1949 
is amended to read as follows: “The Commodity Credit Corporation may pay 
(i) with respect to food commodities disposed of under this section, the cost of 
processing them into a form suitable for home or institutional use, and (ii) with 
respect to all commodities disposed of under this section, reprocessing, packaging, 
transporting, handling, and other charges accruing up to the time of their 
delivery to a Federal agency or to the designated State or private agency, in the 
“ase of commodities made available for use within the United States, or their 
delivery free alongside ship or free on board export carrier at point of export. 
in the case of commodities made available for use outside the United States.” 


APPROPRIATION 


Seo. 18. There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 
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Dicest or Doveias Depressep ArgEas Bi, 8. 2663 


Purpose 

* * * to provide assistance to communities, industries, enterprises, and indi 
viduals to depressed areas to enable them so to adjust their productive activity as 
to effectively alleviate excessive unemployment within such areas. 


Organization 

1. Creates Depressed Areas Administration with Administrator. 

2. Advisory committee consisting of heads of major Federal bureaus. 
Depressed areas defined 

1. Areas where 9 percent unemployment has existed for at least 15 months, 
or 

2. Areas where at least 6 percent have been unemployed for at least 3 years. 


(Studies made to determine these facts by Administrator and Department of 
Labor.) 


Local committees 


1. Once such area is determined, local industrial committee is appointed by 
Administrator, consisting of five citizens. 


Loans 


May make loans in financing construction of industrial plants. 
1. Need established by findings showing— 
(a) construction of facility reasonably calculated to alleviate unemploy 
ment. 
(6) funds for construction not otherwise available. 
(c) amount of loan plus private funds available to insure completion, 
(d@) construction of facility will not rob another depressed area or cause 
another area to become depressed. 
(e) facility constructed will not be merely temporary. 
2. No loan in excess of 6634 percent of cost of construction, nor for longer 
than 40 years. 
3. $100 million authorized for making loans. 


issistance to public facilities 

1. Administrator directed to make studies of need, and with advice of advisory 
committee can by loans or grants initiate programs of public facilties with or 
without proposals from States, municipalities, and private organizations. 

2. $100 million authorized for such public facilities assistance. 
Funds for industrial plants and public facilities 


Administrator with approval of President issues notes and obligations not 
exceeding $200 million. Secretary of the Treasury may purchase and sell such 
notes, 


Procurement 

Governmental departments shall procure supplies and services from local firms 
where practicable. 
Information 

Administrator shall furnish areas with technical assistance and information 
from governmental agencies and departments. 
Powers of administrator 

1. Hold hearings, issue subpenas, establish rules. 

2. Secure assistance from all other governmental agencies. 
Tax relief 

1. Provides fast tax write-off benefits for new plants. 
Vocational training 

1. Seeretary of Labor to provide suitable training for unemployed. 

2. Cooperation with existing retraining facilities and State programs. 
Unemployment compensation 


1. Agree with State for payment of supplementary payments in depressed 
areas for those engaged in retraining program. 
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2. United States will pay additional period of 13 weeks beyond State benefit 
payments. 


Surplus food 
Commodity Credit Corporation to distribute processed food to homes and 
institutions. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., January 23, 1956. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate. 


Dear SenatoR Hitt: In accordance with your request we have reviewed 8S. 
2663, a bill to establish an effective program to alleviate conditions of excessive 
unemployment in certain economically depressed areas. 

This bill proposes to establish a program to alleviate conditions of excessive 
unemployment in certain economically depressed areas by setting up a Depressed 
Areas Administration which shall make loans to assist in financing the con- 
struction of industrial plants, commercial facilities, or public facilities, to the 
extent of $200 million. Federal agencies are to procure supplies or services 
from contractors in depressed areas to the maximum practicable extent. Tech- 
nical information, market research, etc., from Federal agencies shall be furnished 
to depressed areas by the Administrator. Special provisions are made for tax 
relief, vocational training, unemployment compensation, and surplus food sup- 
plies in depressed areas. 

Section 17 of the bill relates to the distribution of surplus commodities and 
would provide authority to the Commodity Credit Corporation to underwrite the 
cost of processing price support food commodities into a form suitable for home 
and institutional use, With such authority, CCC inventories of wheat and corn 
could be processed into flour and meal, respectively, for distribution under the 
authority of sections 407 and 416 of the Agricultural Act of 1949, as amended, 

This bill aims at special industrial development programs to alleviate unem 
ployment problems in depressed industrial areas, Depressed areas are defined 
in terms of the percentage of the labor force that is (totally) unemployed. In 
general, this would not cover areas of low farm income and rural underemploy- 
ment where the problem is great and for which the Department has recommended 
a rural development program. Since this bill deals primarily with urban prob- 
lems and has no explicit provisions for any rural development program, the 
programs proposed are in the field of responsibilities of agencies other than the 
Department of Agriculture. However, efforts to reduce unemployment in 
depressed industrial areas and to prevent the spreading of unemployment to 
still other areas are bound to have a supporting effect on consumer demand for 
food and other farm products. The Department of Agriculture supports the 
objectives of this bill, but has no comment on the specific measures proposed to 
handle problems of industrial unemployment. It is suggested that the area 
development program recommended by the President, although partially covered 
by 8. 2663, would be more adequately met by enactment of S. 2892. 

With respect to the provision relating to surplus food supplies, Public Law 
311, 84th Congress, approved August 9, 1955, provides for the use of section 32 
funds to make wheat flour and cornmeal available to needy persons, upon the 
request of the governor of any State, through the period June 30, 1957. There- 
fore, this Department does not believe any further legislation on this matter is 
needed until such time as experience with the program under Public Law 311 in- 
dicates that change in the maximum amount or the program duration authorized 
by that law is warranted. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. MorsE, 
Acting Secretary. 
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Atomic Enercy CoMMISSION, 
Washington, D. C., February 1, 1956 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate. 

Dear SENATOR HILL: This is in response to your request for our comments on 
S. 2668, a bill to establish an effective program to alleviate conditions of exces- 
sive unemployment in certain economically depressed areas, 

The proposed bill provides that the Congress finds and declares that the present 
existence of excessive unemployment in certain areas of the Nation is jeopardizing 
the health, standard of living, and general welfare of the Nation, The purpose 
of the bill is to provide assistance to communities, industries, enterprises, and 
individuals of depressed areas defined as areas where there has existed unem- 
ployment of not less than 9 percent of the labor force for 15 mouths or 6 percent 
of the labor force for 3 years. ‘The bill would create a Depressed Areas Admin- 
istration under the direction and control of an administrator, who, in carrying 
out his duties under the bill, would consult with an advisory committee com- 
posed of designated representatives of other Government agencies including 
the Chairman of the Atomic Energy Commission. The Administrator is author- 
ized to make loans to assist in financing construction of industrial and commer- 
cial facilities in depressed areas. He is also authorized to construct or make 
grants or loans to assist in the construction of public facilities which he finds 
will result in the most effective and efficient alleviation of unemployment within 
depressed areas. 

The bill provides additional relief to depressed areas by (a) requiring Gov- 
ernment agencies, to the maximum extent practicable, to procure supplies and 
services in depressed areas; (0) making information, market research, and other 
advice obtainable from Government agencies available to depressed areas; (c) 
providing tax relief under section 168 (e) (1) of the Internal Revenue Code 
of 1954 to facilities constructed to relieve unemployment; (d) providing voca- 
tional training to residents of depressed areas and increased unemployment 
compensation to such vocational trainees; and (€) making surplus food supplies 
more readily available in depressed areas. The Adininistrator is authorized 
to obtain from any agency information, estimates, and statistics needed to carry 
out his duties. 

As the Commission is not specially qualified to ascertain the extent of un- 
employment or to evaluate the effect of present unemployment on the general 
welfare or the need for the proposed legislation, our comments will be confined 
to the impact of enactment of the proposed bill on the Atomic Energy Commission. 

Under section 5 of the bill, the Administrator, in carrying out his duties 
under the bill, is required to consult with the advisory committee of which the 
Chairman of this Commission would be a member. This would seem to require 
the Chairman of this Commission to participate in (a) determinations of those 
areas qualifying as depressed areas under the bill; () disposition of loan appli- 
cations for construction of industrial and commercial facilities; and (c) deter- 
mination of needed public facilities in depressed areas. The responsibilities of 
the Chairman of the Commission under the Atomic Energy Act of 1954 are so 
extensive as to make it unlikely that he could find time to make a valuable 
contribution to the Depressed Areas Administration. Of course, even if the 
Chairman was not a member of the advisory committee, the Commission, on 
request of the Administrator, would provide such technical and other infor- 
mation in accordance with the terms of the Atomic Energy Act as the Administra- 
tor might consider desirable. In view of the availability of this information 
to the Administrator, it would seem unnecessary to designate the Chairman of 
the Commission as a member of the advisory committee. 

While section 9 authorizes the Administrator to select public facilities for 
construction in depressed areas and authorizizes nim to construct or make grants 
or loans for such construction, we assume that with respect to projects involving 
the application of atomic energy the Administrator’s authority would not super- 
sede the Commission’s responsibilities under the Atomic Energy Act including its 
responsibility to protect public health and safety, license construction and opera- 
= of facilities and the use of special nuclear material, and safeguard restricted 

ata. 

In view of the foregoing, we consider the designation of the Chairman of the 
Atomic Energy Commission as a member of the advisory committee unnecessary. 
For the reasons indicated, we are unable to express a view as to the desirability 
of the proposed legislation. , 
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The Bureau of the Budget has advised us that the President has recommended 
an area development program which, although partially covered by the provi- 
sions of S. 2663, would be more adequately met by S. 2892. The Bureau of the 


— has also advised us that it has no objection to the submission of these 
views. 


Sincerely yours, 


W. F. Lipsy 
(For Chairman). 


QXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcet, 


Washington 25, D. C., January 16, 1956. 
Hon. Lister HILL, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


My Dear MR. CHAIRMAN: This will acknowledge your request of July 30, 1955, 
for the views of the Bureau of the Budget on S. 2663, a bill to establish an 
effective program to alleviate conditions of excessive unemployment in certain 
economically depressed areas. 

The President has recommended an area redevelopment program which, al- 
though partially covered by the provisions of S. 2663, would be more adequately 


met by S. 2892. Accordingly, the Bureau recommends enactment of that bill 
in lieu of S. 2663. 


Sincerely yours, 


PERCY RAPPAPORT, 
Assistant Director. 


DEPARTMENT OF THE ARMY, 


Washington, D. C., January 19, 1956. 
Hon. Lister HILL, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense with respect to S. 2663, 84th Congress, a bill to establish an effective 
program to alleviate conditions of excessive unemployment in certain economi- 
cally depressed areas. The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the Department 
ef Defense thereon. 

The Department of the Army, on behalf of the Department of Defense, has 
considered the above mentioned bill, the purpose of which is to provide assist- 
ance to communities, industries, enterprises and individuals of depressed areas 
to enable them to so adjust their productive activity as to effectively alleviate 
excessive unemployment within such areas. The bill defines as “depressed 
areas” those sections of the United States where there has been unemployment 
of not less than (1) 9 percent of the labor force for at least 18 months or (2) 
6 percent of the labor force for at least 3 years. 

The bill also provides in section 11 (a) that all Government departments and 
agencies in the procurement of supplies and services shall, “to the maximum 
practicable extent, procure such supplies and services from contractors in de- 
pressed areas or from contractors who in furnishing the same will undertake to 
provide for the employment of additional individuals in depressed areas.” 
Sections 4 and 5 provide for an administration and advisory committee to imple- 
ment the act. Section 15 of the bill authorizes the Secretary of Labor to utilize 
and extend Federal Government facilities for the training of unemployed in- 
dividuals from depressed areas. 

The Department of the Army, on behalf of the Department of Defense, has 
only an indirect interest in the bill, other than the above quoted provision of 
section 11 (a) and the provisions of section 15. It considers, however, that it 
must object to those sections for the following reasons: 

(a) Section 11 (a) provides no eriteria or guidance as to the intent of the 
Congress. There should be a clear indication as to whether price differentials or 
set asides are intended, and if so, the authority of procurement officers in regard 
thereto. 

(b) If the requirement of section 11 (a) be superimposed on the Small Business 
Act and Administration, some conflict and confusion is to be anticipated. The 
intent of Congress in this regard should be stated. 
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(c) The rule, regulation, and procedure powers of the Administrator as set 
forth in section 13 (d) of the bill is not clear as to his authority to regulate pro- 
curement officers as to compliance with section 11 (a). The intent of the 
Congress as to the Administrator's authority in this regard should also be clearly 
stated. 

(d@) With reference to section 15, relating to the utilization and extension of 
Federal Government facilities for the training of unemployed individuals, there 
is little doubt that the bill contemplates cooperation in this regard so that only 
those faeilities susceptible to such training are used. However, this section 
should be amended to provide that the Secretary of Labor could utilize the 
facilities of another department or agency only witli the consent of the depart- 
ment or agency concerned 

The Department of the Army, on behalf of the Department of Defense, submits 
that the Department of Defense is quite willing to carry out the intent and 
purpose of the Congress in the maintenance of the national economy and the 
provisions of assistance to depressed areas and small business. However, to do 
so it is highly essential that the intent of the Congress be clearly defined with 
respect to the utilization of defense facilities and to the end that the Defense 
Establishment, in its procurement activity, be clearly aware of the requirements 
of the bill, and the authority of its procurment officers thereunder, so that effee- 
tive procurement instructions and regulations may be implemented. The De 
partment of the Army, on behalf of the Department of Defense, therefore, does 
not recommend enactment of such legislation as presently drafted. 

In view of the broad rule, regulation and procedure authority of the Admin- 
istrator as set forth in section 13 (d), the Department of the Army, on behalf of 
the Department of Defense, is unable to state whether the enactment of the bill 
would increase the budgetary requirements of the Department of Defense. As 
proposed, the bill conceivably could effect a significant increase in the costs of the 
procurement activity. 

This report has been coordinated within the Department of Defense in accord 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that, while there is no objection to the 
submission of this report to the committee, the area redevelopment program 
recommended by the President, although partially covered by the provisions of 
S. 2663, would be more adequately met by enactment of S. 2892, 84th Congress. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


Tue SECRETARY OF COMMERCE, 
Washington 25, March 19, 1956. 
Hon. Lister HI11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: This letter is in reply to your request for the views 
of the Department of Commerce with respect to S. 2663, a bill to establish an 
effective program to alleviate conditions of excessive unemployment in certain 
economically depressed areas. 

The Department of Commerce recommends that 8S. 2663 not be enacted, but 
rather that favorable consideration be given by the Congress to S. 2892, a bill 
for the same general purpose which was submitted by this Department and 
which reflects the recommendations made by the President in his message on 
the state of the Union sent to the Congress on January 5, 1956. 

S. 2663 would establish an independent agency to administer a program for 
the benefit of areas designated as “depressed areas” wherein unemployment 
has exceeded a specified percentage of labor force of the area. 

The program would include a $100 million loan program for industrial facili- 
ties; a $100 million “grant or loan” program for public facilities; authority 
for the purpose of directing Federal procurement to such areas; authority 
for informational activities; and use of accelerated tax-amortization certificates 
to benefit these areas. The Secretary of Labor would be directed to provide 
directly or otherwise vocational training for individuals in depressed areas, 
and, under agreements with States, to make supplementary unemployment 
compensation payments to individuals being so trained. Provision would be 
made to facilitate the availability of surplus food to depressed areas. 

The establishment of an independent agency to perform the activities assigned 
to it by S. 2663 is not warranted by the general economic condition of our Nation. 

73437—56—pt. 1——-2 
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The Nation as a whole is prosperous although some of our communities are 
faced with problems of substantial and persistent unemployment. This spotty 
unemployment results in hardships to many individuals and their families and 
has some impact on the national welfare because of the nonuse of vital human 
resources. From the scope of the problem, however, it appears that a program 
fashioned to meet the problem could and should be administered by an existing 
executive department or agency. 

Neither the program of loans for industrial development, nor the “grant or 
loan” program for public facilities has, in the opinion of the Department of 
Commerce, adequate standards to govern its administration. A Federal pro- 
gram of loans specifically addressed to the problem of helping such areas help 
themselves is important, but it appears to the Department that the program 
proposed by S. 2892 is better fashioned to the problem here faced. 

Because of the absence of standards, the proposed program of “grants or 
loans” for public facilities does not appear to be tailored to provide the sort 
of assistance which is apt, in the long run, to contribute materially to the eco- 
nomic stability of the areas. Unilateral action by the Federal Government 
seems to be invited by section 9 (c) authorizing the initiation of programs of 
construction of public facilities without awaiting proposals from States, subdi- 
visions thereof, or private organizations associated with the affected areas. 
This is contrary to the principle which should, in our opinion, pervade the 
program—to help the areas help themselves. 

In summary, therefore, it is urged that, although legislation for the general 
purpose of S. 2663 should be enacted, favorable action on 8S. 2892 should be 
taken by the Congress since the latter bill encompasses a program better 
fashioned to effect a long-term solution to the problem of substantial and per- 
sistent unemployment in the so-called depressed areas than is the program 
described by S. 2663. 

The Bureau of the Budget has advised that it would interpose no objection 
to the submission of this report. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


SSS el 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., January 20, 1956. 
Hon. Lister HILt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, 
Washington 25, D. C. 


Dear SENATOR HILL: This is in reply to your letter of July 30, 1955, in which 
you request a report of this agency on S. 2663, a bill to establish an effective 
program to alleviate conditions of excessive unemployment in certain eco- 
nomically depressed areas. 

There can be little question that the avoidance of excessive unemployment 
is in the best interests of the United States or of the advantages of Federal 
assistance in areas of the country in which such a condition exists. As you are 
probably aware, some steps have already been taken in that direction in order 
to meet objectives of the present mobilization program. Preference in Govern- 
ment procurement for contractors in labor surplus areas is now being extended 
in appropriate cases and additional percentages of new capital investment are 
being certified for purposes of tax amortization to firms building or expanding 
defense facilities in such areas. 

We do believe, however, that programs for unemployment assistance should 
be kept separate from those devoted to defense mobilization, both in authoriza- 
tion and in administration. In this connection, we would be opposed to section 
14 of S. 2663 which would amend section 168 of the Internal Revenue Code by 
making relief of depressed areas a basis for granting tax amortization certificates. 
While we would not object to use of the tax amortization device to accomplish 
the objectives of the bill, we believe that if it is to be made available for that 
purpose it should be authorized by a separate section of the code and should 
be administered by the Depressed Areas Administrator. 
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The Bureau of the Budget advises that it has no objection to the submission 
of this report. 
Sincerely yours, 
Victor E. Coo.iry, 
Acting Director 


DEPARTMENT OF HEALTH, EDUCATION, aNp WELFARE, 
Washington, D. C., February 17, 1956. 
Hon. Lister HILL, 
Charman, Committee on Labor and Public Welfare, 
United States Senate. 

DEAR Mr. CHAIRMAN: This letter is in response to vour request of July 30, 
1955, for a report on S. 2668, a bill to establish an effective program to alleviate 
conditions of excessive unemployment in certain economically depressed areas, 

The bill would establish, within the executive branch of the Government, a 
Depressed Areas Administration under the direction and control of an Admin 
istrator, appointed by the President with the advice and consent of the Senate. 
The Administrator, upon determining that any area is a “depressed area” within 
the definition of the bill, would appoint a local industrial committee, and upon 
application by the local committee, he would be authorized to make loans to 
assist in financing the construction of industrial plants or other industrial or 
commercial facilities. The Administrator would conduct continuing studies of 
needs throughout depressed areas for useful public facilities and could make 
grants or loans for public projects. 

For unemployed individuals residing in depresesd areas, the Secretary of 
Labor would prescribe and provide suitable vocational training utilizing exist- 
ing governmental facilities or contracting with public or private agencies for 
the provision of such additional training facilities as niay be necessary. The 
Secretary of Labor could enter into agreements with States whereby the State, 
acting as agent of the United States, would make supplementary payments of 
unemployment compensation to unemployed individuals within depressed areas 
while undergoing vocational training, after expiration of the State unemploy- 
ment compensation and for a period not exceeding 13 weeks. 

The bill would also amend the Agricultural Act of 1°49 to provide that the 
Commodity Credit Corporation bear the cost of processing surplus food supplies. 

The Department of Commerce has transmitted to the Congress an Adminis- 
tration proposal to accomplish the basic objective of S. 2663—the alleviation of 
unemployment in areas of prolonged and substantial nnemployment—and this 
proposal has been introduced as S. 2892. This Department is in agreement with 
the objective of S. 2663 but prefers the approach embodied in S. 2892, believing 
it is a better way of achieving the same objective. 

S. 2663 contains two provisions of direct concern to this Department on which 
we would raise objections. ‘Specifically, we would object to the provisions 
relating to unemployment insurance in S. 2663 on the ground of unjustified 
differential treatment under a social insurance program. Although this De 
partment does not have administrative responsibility for the unemployment 
insurance program, we are nevertheless concerned with the adequacy of protec- 
tion for all workers under all social insurance and related programs. We 
recognize that there are now inadequacies in amounts and duration of unem- 
ployment insurance benefits and believe that the Federal Government should 
continue to encourage and assist the States to improve the protection of these 
programs. We would seriously question, however, the appropriateness of Fed- 
eral action to raise the protection of one group of workers above that of other 
workers covered by the same program merely because they happen to reside in 
localities determined to be distressed areas under the bill. 

While we believe that suitable vocational training opportunities should be 
made available for unemployed individuals in these areas who need retraining, 
reemployment, vocational education or vocational rehabilitation, we would raise 
objections to the specific provisions of S. 2663. Administrative responsibility 
for Federal assistance to States and communities for programs of vocational 
education and vocational rehabilitation, is now lodged in this Department. 
S. 2663 would make the Secretary of Labor responsible for all vocational training 
to be afforded under the bill and would authorize the provision of such training 
by the Federal Government directly as well as through established State and 
local programs and agencies. We believe that the provisions on vocational 
training in S. 2892, which authorize this Department to provide assistance to 
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State vocational agencies in making available vocational education services 
needed in designated areas, are greatly to be preferred over the correspunding 
provisions in 8. 2663 as much more conducive to effective action in this field. 

While other provisions of the bill, such as the organizational provisions of 
the bill and the provisions for grants and loans for the construction of public 
facilities, present problems for us in view of potential impact upon or duplication 
with existing and proposed programs of this Department, we would defer to 
the views of other departments having a more direct interest in such provisions. 

We would, tierefore, recommend that 8S. 2663 not be enacted by the Congress 
but that this committee give favorable consideration instead to the legislative 
proposal made by the Department of Commerce to accomplish the same objective. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
M. B. Foisom, Secretary. 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., January 20, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear SENATOR Hit_: This responds to your request for the views of this 
Department on 8. 2663, a bill to establish an effective program to alleviate 
conditions of excessive unemployment in certain economically depressed areas. 

There has been introduced §. 2892, a bill to assist areas to develop and main- 
tain stable and diversified economies by a program of financial and technical 
assistance and otherwise, and for other purposes, which more adequately meets 
the area redevelopment program recommended by tlie President than does 
S. 2663. Therefore, we recommend enactment of that bill in lieu of S. 2663. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your Committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary. 


DEPARTMENT OF LABOR, 
Washington, D. C., November 28, 1955. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hitt: This is in further response to your request for my 
comments on S. 26338, a bill to establish an effective program to alleviate con- 
ditions of excessive unemployment in certain economically depressed areas. 

The bill is designed to provide several types of assistance to communities, 
industries, enterprises, and individuals in areas where there has existed un- 
employment of not less than 9 percent of the labor force for at least 18 months, 
or 6 percent of the labor force for at least 3 years. The types of assistance 
to be afforded to enterprises and individuals located in such areas would in- 
clude loans for the construction of industrial plants and public facilities, 
preferential treatment in the awarding of Government contracts for services 
or supplies, accelerated tax amortization for emergency facilities, and vocational 
training and supplemental unemployment compensation for those in need of 
reemployiment. 

The formulation of an overall plan to achieve long-range rehabilitation of 
the economic problems and resources of depressed areas is a matter of great 
importance. The President has indicated that he will submit to the Congress 
a program to aid the surplus-labor areas. I believe that any measure such as 
S. 2663 should be considered in the light of the President's program. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report and that it considers that the area redevelopment program recom- 
mended by the President, although partially covered by the provisions of 8. 2663, 
would be more adequately met by enactment of S. 2892. 

Sincerely yours, 
JaMes P. MITCHELL, 
Secretary of Labor 
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OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., January 26, 1956 
Hon. Lister HI, 
Chairman Committee on Labor and Public Welfare, 
United States Senate. 


Deak Mr. CHAIRMAN: Reference is made to your request for a report on 8S 
2663, a bill to establish an effective program to alleviate conditions of excessive 
unemployment in certain economically depressed areas. 

Section 5 of this bill provides that the Administrator of the Depressed Areas 
Administration shall, in carrying out his duties, consult with an advisory com- 
mittee composed of a number of designated Government officials, including an 
Assistant Postmaster General. 

Section 9 (a) provides that the Administrator, in consultation with mem- 
bers of the Advisory Committee, shall conduct continuing studies of needs 
throughout depressed areas for useful public facilities with a view to deter- 
mining the probable cost of construction and the estimated number of jobs 
which would be provided. Section 9 (c) authorizes the Administrator, after 
consultation with the entity most affected, to initiate public facilities con- 
struction programs, and section 9 (d) authorizes the Administrator to select 
projects to be constructed on the basis of the degree to which such construction 
will most effectively alleviate unemployment in the particular distressed area. 
Under these provisions, the Administrator could decide that there is a need fora 
postal facility at a given location despite a finding to the contrary by the Post 
Office Department. The decision as to where postal facilities should be con- 
structed should be made by the Postmaster General. 

Section 9 of the bill should be amended to exempt postal facilities. This 
could be accomplished by the addition of a subsection (i) to read: “(i) This 
section shall not apply to postal facilities.” 

It is not possible, of course, to estimate the effect of the provisions of section 
9 on postal expenditures, if the section is not amended as suggested. 

Section 11 (a) provides that each Federal agency engaged in the procurement 
of supplies or services for use by or on behalf of the United States shall, to the 
maximum practicable extent, procure such supplies or services from contractors 
in depressed areas or from contractors who in furnishing the same will under- 
take to provide for the employment of additional individuals in depressed areas. 
This provision could result in the requirement that the agencies make such 
procurements in depressed areas regardless of whether more favorable prices are 
available in other areas. If this would be the effect of this provision, it would 
have an adverse effect on postal expenditures. 

Section 13 (b) would authorize the Administrator to secure directly from any 
executive department information, suggestions, statistics, and estimates needed 
in the performance of his duties. This feature, also, could react unfavorably on 
postal finances. 

Section 15 (a) provides that the Secretary of Labor shall utilize and extend 
the facilities of all Government agencies to provide suitable training for un- 
employed individuals in depressed areas who are in need of retraining, reeim- 
ployment, vocational education, or vocational rehabilitation. It is possible, but 
not likely, that this provision could affect postal costs. 

No provision is made for the Department to be reimbursed for expenses in- 
curred under the provisions of this bill. 

Section 5 of title 41, United States Code, requires that, with certain excep- 
tions, purchases and contracts for supplies and services for the Government may 
be made or entered into only after advertising a sufficient time previously for 
proposals. From the language of this bill, it is not clear whether this measure 
will supersede the provisions of title 41, United States Code, section 5, in appro- 
priate cases. 

In view of the foregoing, this Department is opposed to the enactment of this 
measure. 

The Bureaeu of the Budget, in advising this Department with respect to this 
report, stated that the area redevelopment program recommended by the Presi- 
dent, although partially covered by the provisions of S. 2663, would be more 
adequately met by enactment of S. 2892. It is understood that in its report 
to the committee, the Bureau of the Budget recommended enacment of 8. 
2892 in lieu of S. 2663. 

Sincerely yours, 
Maurice H. Stans, 
Acting Postmaster General. 
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SECURITIES AND ExCHANGE COMMISSION, 
Washington, D. C., October 18, 1955. 


Re 8. 2663, to establish an effective program to alleviate conditions of excessive 
unemployment in certain economically depressed areas 


Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Senator Hitt: We have examined S. 2663, 84th Congress, Ist session, 
which you sent to us, and we find that it would not have any significant impact 
upon the functions and activities of this Commission. We, therefore, have no 
comment to offer on it. 

We note, however, that section 13 (c) of the bill refers to the Securities and 
Exchange Act of 1934. Your attention is called to section 1 of Public Act No. 
291, 73d Congress, which provides: “This act may be cited as the ‘Securities 
Exchange Act of 1934.’ ” 

Sincerely yours, 
J. StncLtarr ARMSTRONG, Chairman. 


DEPARTMENT OF THE TREASURY, 
Washington, D. C., January 19, 1956. 
Hon. Lister HIt1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on S. 2663, to establish an effective program to alleviate condi- 
tions of excessive unemployment in certain economically depressed areas. 

The President has recommended a program of assistance for areas of chronic 
unemployment which has been incorporated in S. 2892. Accordingly, the De- 
partment recommends favorable consideration of that bill in lieu of S. 2663. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
W. RANDOLPH BURGESS, 
Acting Secretary of the Treasury. 


Senator Dove_as. We are very happy to welcome as our first wit- 
ness the Senior Senator from Maine, Senator Margaret Chase Smith. 
We are always glad to have you here, Senator Smith. 


STATEMENT OF HON. MARGARET CHASE SMITH, A UNITED STATES 
SENATOR FROM THE STATE OF MAINE 


Senator Marcaret Cuase Smitu. Thark you very much, Mr. Chair- 
man, and members of the committee, I want to thank you for giving 


me the opportunity to appear before you and give you somethin 
the situation in my State of Maine on depressed areas. 

My statement to you will be brief, because on January 9, one of the 
witnesses before your committee will be the Honorable ¢ ‘arl Broggi, 
Maine’s commisioner of development of industry and commerce. He 
is Maine’s expert on the subject which you are considering. 

Previous to his appointment last fall to the newly cre: ated position 
he holds, Mr. Broggi had a distinguished career not only as a public 
official and outst: nding member of Maine’s State Sen: ite, but even 
more dramatically as a civic leader in rallying the good people of 
Sanford, Maine, to an economic comeback. 

To be sure, that comeback is far from completed and still has a long 
way to go, but it has been effectively and inspiringly started by C arl 
Broggi and his associates in Sanford. 


g of 
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As a matter of fact, this thrilling story was the subject of a recent 
national telecast called The Town That Refused To Die. 

I relate these things, Mr. Chairman, for the purpose of showing you 
the basic attitude of Maine people on this problem. They have ‘the 
will and the determination to help themselves. They have a zeal for 
self-reliance. They seek no permanent crutches, but their inherent 
honesty and practical realism leaves no room for any false pride, 

Major economic difficulties in Maine have centered gene ats on the 
textile industry. There are many reasons for this. There is the 
cutrate cheap labor competition from Japanese imports. There is 
the textile migration to the South because of lower wage rates in the 
South, local tax exemptions favoring the location and construction 
of new plants, and other factors. 

Obvious corrective action on these conditions is a closer scrutiny of 
our reciprocal trade agreements and policy and the elimination of 
regional and sectional wage differentials. 

As a steady and consistent supporter of reciprocal trade legislation, 
I say that as in everything else, there is a factor of reasonab dleness to 
be considered in the support of it and that there is a point beyond 
which we cannot in all good conscience to the people of our own 
country go in building up the industry and trade of other countries 
to the detriment of our own labor and industry 

It is unfair to expect our labor and industry to compete with cheap 
labor of other countries which pay only a fraction of what we pay 
our workers and which are receiving continued economic and know 
how help from us through the very heavy taxes paid by some unem 
ployed because of competitive foreign cutrate cheap labor. 

To a lesser extent, the same observation can be made in our own 
country in a region-by-region Leeneprinte: namely, the lower wages 
of the South as “compared to New England and other sections of the 
country. That is why at the beginning of this Congress last year I 
introduced a dollar minimum wage and a bill prone repeal of 
the Fulbright amendment to the Walsh-Healy Act 

Passage of a $1 minimum wage Dill at the end of the session last 
year and the recent ruling of the Federal court on the right of the 
Secretary of Labor to determine prevailing minimum wages on a 
Nationwide basis have provided needed corrective action on this 
problem, but because of the time lag between action and results, it 
will be some time before the equity of these developments is felt in 
Maine and New England. 

Two of Maine’s most troubled spots are (1) the Biddeford-San- 
ford area; and (2) the Washington County area. Much of the diffi- 
culty of the Biddeford-Sanford area stems from the fact that it was 
a one-industry area 

Sanford was a one-company town to a great extent. When it lost 
that company, it was faced with economic chaos. The economic trouble 
of this area is more recent and of shorter duration than that of the 
Washington County area where economic difliculties have been severe 
for a long time. 

It is chronic in Washington County, while in Biddeford-Sanford, 
it has been, and I hope will be, only temporary. In other words, 
the distinction between these two troubled areas of Maine. as I see 
it, is in the fact that the economic trouble of the Washington County 
area is chronic, and because of this, I would appreciate very much if 
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this committee would give special study to the Washington County 
area. 

Civic leaders in the Biddeford-Sanford area believe that Federal 
assistance could be most effective in two ways: (1) Available risk 
capital that could be loaned to industries that would like to locate 
in that area; and (2) special concessions for Government contracts 
for the firms that Sanford civic leaders have been able to get into the 
once-vacant and haunted, abandoned mill buildings. 

Civil leaders in Washington County have expressed the belief that 
Federal assistance could be most effective by giving preference to any 
local manufacturer in that area capable of producing goods suitable 
for use by the Federal Government. 

This is from the standpoint of immediate concern. As the chairman 
and members of this committee know from my constant talking with 
them on the subject, I have been pushing for the Quoddy overall 
survey to determine if the generation of electricity from the tides 
of this area can be made at an economically feasible cost. 

As you know, the proposed Passamaquoddy project is in the eastern 
part of Washington County. The Senate has been generous in twice 
posting a resolution to authorize this study, and I hope this year the 

ouse will also pass it. 

While my prime concern about the potential of Quoddy is from the 
standpoint of national security and national strength in the develop- 
ment of a huge and unfailing source of water power, I am also inter- 
ested in the possibilities that it offers in bringing considerable benefit 
to New England and to Maine. 

The proposed overall survey would bring some temporary economic 
relief to that area, and if the economic feasibility should be proved 
and construction of the project realized, the economic benefit would 
be permanent and great. For example, some interest has been evi- 
denced under those conditions in locating an aluminum plant in that 
area. 

Obviously, some of these aspects are matters not within the scope or 
purview of this committee, but they are of interest to you as individ- 
ual Members of the Senate, and they do have a relation to and bearin 
on the problems to which you are so admirably devoting your time an 
attention. 

I relate them in the thought of giving you a greater perspective of 
the conditions and the potentialities of these troubled spots of Maine. 
I commend this committee on its work on this matter. I have con- 
ferred with the White House on this subject and am gratified that 
an administration bill will be offered early in this session with per- 
haps a Presidential message sent to Congress as early as Friday. 

I should like, Mr. Chairman, to place in the record of your hear- 
ings, along with my statement, expressions received from civic leaders 
in these areas, and again, I want to thank you and the committee very 
much for permitting me to appear. 

(The material referred to follows :) 

SANFORD-SPRINGVALE CHAMBER OF COMMERCE, 
SANFORD, MAINE, December 28, 1955. 


Senator MARGARET CHASE SMITH, 
Senate Office Building, Washington, D. C. 
Dear SENATOR: In reference to your letter of December 21 regarding your 
appearance before the Senate Subcommittee on Labor on the bill which you have 
been conferring with Senator Paul Douglas on, I herewith give you the feeling 
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of myself and our local chamber of commerce on suggestions that we have 
thought over here. 

Incidentally, we spent some time with Mr. McTigue and he left us a digest of 
the Douglas depressed areas bill. This bill seems to cover just about everything 
in the way of help that a distress area could ask for and we here in Sanford 
are strongly for it, even though it may not help us as by the time this bill is 
passed, we sincerely hope to be back on our feet again. We were very pleased 
here at the chamber in your sending Mr. McTigue to our section of the State 
and appreciate the interest you have shown in the past in helping the town of 
Sanford. 

The situation in Sanford is very evident and the needs are very easy to write 
of, but hard to accomplish. In our case, we lost our entire industrial base, as 
you know, throwing 3,500 people out of work. There are approximately 3,000 
people in the Sanford area available for work now. Many of our people are 
commuting long distances in order to get work so that they can retain their 
homes here. Unemployment checks have now run out for most of these people. 

The additions, as I see it, that could be very helpful to our area are: (1) 
Available risk capital that could be loaned to industries that would like to locate 
here. The SBA has been very cooperative and very helpful on the three loans 
that we applied for. One was turned down which was probably very rightfully 
so; one for $55,000 was passed for a firm now located here in Sanford; and one for 
$65,000 for a company which we lost through a union in New York. However, it 
took 5 to 6 months to process these loans. (2) Special concessions for Govern- 
ment contracts for the firms that we have already in our mills. At present, we 
have had no Government contracts for our new companies, even though they 
have made some bids. If we could have a special depressed area administrator 
who could have one of his personnel contact our companies to find out just 
what they could make that the Government could use, we certainly could put 
our people back to work much faster. 

As far as food supplies are concerned, the Department of Agriculture has 
been very liberal with what food articles they have had available. 

As I said before, I really feel that it covers just about everything that could 
be asked for by a depressed community. I might add, however, that if the 
Government is planning on building any atomic proiects or other such plants, 
that a depressed area should be picked if the location is anywhere near suitable 
to the Government. In fact, I wonder if you could possibly make contact with 
the Atomic Energy Commission and ascertain if they would build an atomic 
energy powerplant in Sanford for Maine and New Hampshire areas on an ex- 
perimental basis. 

I hope that this helps you in some way in your testimony before the Senate 
Subcommittee on Labor and we here in Sanford wish you a very happy and 
prosperous New Year. 

Sincerely yours, 
Ralph, 
RatpH M. LOovELL. 


January 1954: Sanford-Springvale Chamber of Commerce organized. 

July 1954: Burlington-Mills, Inc., merger with Goodall-Sanford, Inc. 

August 3, 1954: Burlington-Mills, Inc., takes control of Goodall-Sanford and 
immediately starts liquidation. Mill B put up for sale in package deal. 

September 1954: Kostis Fruit Co., Sanford, purchase mill warehouses for 
company expansion program. 

October 1954: National Consolidated Shoe Co. purchases Minerva Mill for 
their Springvale operation. 

October 1954: Labor survey taken by Main Employment Security Commission. 

December 2, 1954: L. Grossman & Sons, Inc., Quincy, Mass., purchases entire 
mill property which is put up for sale by units. 

December 30, 1954: Seamloc Carpet Co. formed. Holdover from the Goodall 
carpet division. Will make “Seamloc” carpets. 

February 2, 1955: Purchase of 250,000 square feet of mill property by the 
Wasco Flashing Co. of Cambridge, Mass. New operation called Wasco Chemical 
Co., and will make plastic skydomes, “Wascolite” building materials. 

April 1955: Compron, Inc., purchase small mill building in Springvale, for the 
— of powdered metals, auto wax, and plastic heels for women’s dress 
shoes. 

April 13, 1955: Rollins Solution Co. formed. Came about through Seamloc 
Carpet Co. Rollins Co. now doing work for other new companies. 
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August 2, 1955: North Star Woolen Co., manufacturers of North Star blankets, 
move entire operation to Sanford mill property from Lima, Ohio. 

August 2, 1955: R. Kolodney Co., Hartford, Conn., expands operations to San- 
ford. Sanford Dress Co. manufactures Betty Hartford dresses. 

September 22, 1955: Colonial Aircraft Corp. purchases space for manufacture 
of their amphibious plane, the “Skimmer.” 

September 1955: Prevore-Sanford Dress Co. leases new building built in 
Springvale for manufacture of inexpensive dresses. 

November 10, 1955: Sanford Plastics, Inc., purchases mill property for manu- 
facture of plastic sheeting. 


December 1955: Nasca, Inc., moves to Sanford. Will manufacture sweaters 
from llama wool. 


The total employment for new companies is 471. 

Senator Doveras. Thank you, Senator Smith. 

[ notice that in the telegram from the Washington County Chamber 
of Commerce it states the coastal towns of Washington County from 
Jonesport to Robbinston should be classified as a distressed area. It 
states that the almost total failure of sardine fisheries has left hun- 
dreds of families there destitute and with no other employment 
available. 

[s there any explanation as to the relative failure of the sardine 
plants these past years? 

Senator Marcaret Cuase Smiru. I think there have been several 
reasons. I don’t know that I can go into details, but one is, the run 
has been very slow this year, the run of fish up there. Secondly, of 
course, the imports interfere with the selling. There hasn’t been 
as great a demand for sardines as in previous years. 

Senator Dove.as. I have heard reports that the temper rature of the 
ocean has increased by 1 or 2 degress and that this seems to have had 
its effect on the fisheries; is that true ? 

Senator Marcarer Cuase Suirn. I don’t know that. 

Senator Dove.as. The industry of Washington County in the past 
has been largely based on fishing, has it not ? 

Senator Margaret CHASE SMirn. Fishing, lumber, and blueberries. 
There has just come to me a special delivery letter from C. Arnold 
Brown, president of the Washington County Chamber of Commerce 
which I would like also to include in the record which is his report 
on the economy of Washington County, which may help on some of 
these questions. 

(The information referred to follows :) 


WASHINGTON CoUNTY, MAINE, CHAMBER OF COMMERCE, INC., 
: Woodland, Maine, January 1, 1956. 


Senator MARGARET C, SMITH, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR SMITH: Glad to have this opportunity to furnish you these 
few facts relative to the economy of Washington County. 

Also attached is a copy of: the economic report prepared in 1954 which covers 
conditions here very well. 

We sincerely appreciate your interest in the economic condition of Washing- 


ton County and are hopeful that some results may be obtained from your 
efforts. 


Sincerely yours, 
C. ARNOLD Brown, 
President. 
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A REPORT ON THE ECONOMY OF WASHINGTON CoUNTY, MAINE 


In the years prior to 1920 the economy of Washington County was sound and 
there was employment for all who desired it. The county population during 
this period numbered about 45,000 people employed in the long lumber mills, 
the granite quarries, coastal and ocean shipping, fisheries, wooden-boat building, 
small-farm agriculture, logging, and numerous other small enterprises. 

Since 1920, with the passing of many of the above industries, the economy 
has changed, and the population has dwindled down to about 35,000 people. 
Most of the present population is dependent on seasonal industries for their 
livelihood, and, were it not for unemployment benefits, many would rely on 
the municipalities and the State for support. 

Long distances from the markets of the United States, high freight rates, 
and the lack of abundant electric power are the main factors w hic h have dis 
couraged new industry from locating in this area. 

Washington County has plenty of good labor, willing to work, and anxious 
to share in the prosperity enjoyed by other sections of the United States. 

Here are some of the possible answers to the economic problems of Wash- 
ington County. 

1. The United States Government should set up a definite program of economic 
aid in this area, as they have done in the South, the Northwest, and in other 
areas of this country and throughout the world. 

2. Encourage and build, either by the Government or private capital, the 
Passamaquoddy tidal power project, so that Maine and New Hngland will share 
in like manner to the Tennessee Valley, Columbia River Basin, and other areas 
whe re Similar projects have been built. 

3. Assist our seaport towns in the construction of harbor and docking facil 
ities Similar to what Canada is doing for the seaport towns of the eastern 
Provinces. 

4. Go ahead with the proposed St. Croix Island memorial project which has 
been planned for some years. 

Make more credit available through the Federal Farm Loans Bureau to 
encourage more extensive farming and poultry production. 

6. Take the Princeton Airport, upon which the United States Government 
has already spent $1,500,000 and make it part of our chain of defense bases. 

7. Some agency of the Federal Government should place a research group in 
eastern Maine to explore the whole economy of the area and find out what can 
be done to give the people a sound economy. 

Note.—Attached to these proposals is the economic report of Washington 
County prepared in 1954. Conditions have deteriorated somewhat since this 
report was issued due to a very poor sardine packing season and a poor blueberry 
crop. 


WASHINGTON COUNTY CHAMBER OF CoMMERCE—EcoNoMic Report AND REcOM- 
MENDATIONS FOR WASHINGTON COUNTY 


During a part of 1953 and in January 1954 there was widespread publicity 
concerning alleged distress in Washington County and suggestions were made 
that relief be applied for from the State and Federal Governments, in forms not 
specified but presumably in the nature of grants and gratuities. These suggestions 
were rejected by responsible Washington County spokesmen as not being war- 
ranted by the facts, and as not having been adequately sponsored or authorized. 
The Washington County Chamber of Commerce thereupon called a countywide 
conference of leaders in all fields of economic activity in the county, tegether 
with representatives of all State and Federal agencies concerned, to determine the 
actual economic condition of the county, and to propose a recovery program 
based on self-help, with only such aid from outside sources as might be accepted 
without unfavorable implications. 

This conference was largely attended, and a series of reports by panels of it, 
representing all major industries and interests, showed that the economy of 
Washington County was basically sound, but that remedial action was desirable 
in special fields. After checking carefully on changes since the conference was 
held, certain recommendations have been approved for submission to the Gov- 
ernor, former Governor Cross during his term of office, having indicated a desire 
that this be done; and to the Maine delegation in Congress, at the suggestion of 
Senator Margaret Chase Smith. There are still others constituting a program 
for promotion and implementation by our own people. 
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The reports to the Governor and the Maine delegation in Congress have 
already been made, and it remains only to report to the people of Washington 
County the present status of their economy and what they may do to improve it. 

It has been encouraging to find that the losses from poor seasons in the blue- 
berry, sardine, and forestry industries in 1953 were largely, if not entirely made 
up by improvement in those industries during 1954. Agricultural activities 
showed little change, except for some expansion in poultry and strawberry 
production. Recreational establishments suffered somewhat, especially in the 
first half of the season, from the cool, late and rainy spring weather. Shore 
fisheries were hard hit by the depletion of the clam flats and by the hurricanes 
and blowy weather of the fall months. 

In general, however, overall economic conditions in this county have shown 
substantial improvement during the past year. Savings deposits continue at or 
near an all-time high; activity in commercial banking increased sharply; tax 
collections were good, and as in 1953, every municipality had paid its county tax, 
in full, prior to December 31. The relief load was no greater than it was in 
1953 in most towns, and smaller in some. Per capita ownership of homes and 
automobiles continued at about the average for the State. Nevertheless, these 
facts remain: That Washington County has lost 10,000 population in the past 
50 years, for one reason and only one, its economy has not been able to support 
more than the 35,000 people it now has; that the per capita income here is probably 
not equal to that in most Maine counties; and that many of our resources lack 
adequate development. For these reasons, a development program is obviously 
necessary, and we submit the following as a basis for discussion and promotion 
if found desirable and practical. 


GENERAL RECOMMENDATIONS 


Early completion of modern highway construction eastward along Route I, 
at least as far as Calais. The unsatisfactory condition of this main line in and 
out of the county has always constituted a serious handicap to every one of our 
revenue-producing activities. 

Reduction and rationalizing of freight rates in and out of the county. Unjus- 
tifiably high transportation costs and differentials passed down from decade to 
decade have, like poor highways, been a major load on our industrial, agricultural, 
recreational and other development. 

Adequate publicity, while subordinate to good roads and more favorable freight 
rates, is basically essential to any effort to interest outside people and capital 
in our agricultural, industrial, fishery, forestry and recreational attractions. 

More intensive use of State and Federal agencies in the development of our 
agriculture, animal husbandry, fisheries, and forests is obviously desirable. These 
agencies are equipped to make powerful contributions to the progress and success 
of all these activities, and they have shown not only willingness but eagerness to 
help. They need however and should have, more encouragement and cooperation 
than they have received thus far here. They in turn might well try to integrate 
their programs more closely with those of local chambers of commerce. 


SPECIFIC RECOMMENDATIONS AS TO INDUSTRIES 


Agriculture. (1) More attention to the extension of blueberry production. 
There is a ready cash market for this crop, and plenty of land is available for cul- 
tivation. Nonemployment of this land is a direct economic loss. (2) Promotion 
of poultry production and strawberry culture, for both of which this country is 
particularly well suited. (3) Promotion of beef production, not as a main de- 
pendence for any farmer but as a profitable sideline. (4) Formation of more 
cooperatives to help farmers with equipment, fertilizer and more especially with 
their most difficult problem, marketing. (5) Efforts to avoid further frequent 
changes in the important office of county agent, every change here, where a good 
man is concerned, is costly, in time, acquaintance and results, until the new man 
gets established. 

Manufacturing: (1) Promotion of the Quoddy Tidal Power Project. (2) Ef- 
forts to assist and procure expansion of manufacturing plants already located 
here. (3) Efforts to secure the establishment of new factories, in lines for which 
local conditions are favorable. These include, specially, woodworking plants, 
using our abundant hardwood and competent labor ; and boatbuilding enterprises, 
for small boats in particular, for which we have plenty of material and skilled 
labor. (4) Promotion of at least one additional pulp and paper mill for which 
we have favorable sites and satisfactory supplies of wood. 
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Kecreational: We have great potentialities in our lakes and streams, our hunt- 
ing and fishing, our superb scenery and healthful climate, but these have not been 
satisfactorily exploited because of distance from the larger population centers; 
unsatisfactory roads; lack of publicity; and intelligent, aggressive competition 
from areas more alert to recreational possibilities. The Sebago Lake area in 
western Maine alone has 50 children’s camps and 20 sporting camps. We have no 
children’s camps at all, and comparatively few well-equipped sporting camps. 
Development along this line would bring in a great deal of new money. Our 
shorter and later deer season is a disadvantage economically as compared with 
the counties with earlier and longer seasons. Ours should be coordinated with 
theirs. We need good summer hotels and have good locations for them. The pro- 
posed causeway and recreation center at Eastport will be an advantage if prop- 
erly handled and if its benefits are not channeled to special interests but used for 
the general welfare of that area. 

Forestry: Favorable soil and climatic conditions promote abundant repro- 
duction and rapid growth of forest trees here. This most important market for 
them is in pulpwood and lumber, but there is a valuable potential market for 
Christmas trees, provided there is competent selection, grading and packaging. 
A commercial freezer would greatly aid this activity, since it would lengthen 
the season and tend to stabilize prices. General conversion to oil as fuel is 
causing this country, like all others, a serious drain in cash that used to be spent 
at home for firewood. Federal and State agencies now render assistance in the 
management of woodlots, and this service should be more thoroughly publicized. 

Fisheries: Our more important fisheries, lobsters, and sardine herring, already 
are fairly well developed. The clam fishery urgently needs intelligent con- 
servation. The best opportunity for development in the fisheries is the pro- 
motion of offshore fisheries, for cod, pollock, hake and other ground fish, to be 
filleted, packaged, and shipped to central markets west. For success in this 
line, one or more commercial freezers are indispensable. There is reason to 
believe that we have a very valuable undeveloped resource in the tuna off our 
coast which could afford our sardine canneries the winter and offseason employ- 
ment they need. Efforts to secure Federal aid in exploring the possibilities of 
this fishery should clearly be a part of our fisheries development program. We 
are nearer to the great fishing banks than prosperous fishing centers lying west 
of us, we are freer of labor trouble, and have excellent harbor facilities for 
beam trawlers. We could induce some of the big fishing concerns to locate plants 
here if we had freezers, better roads, and lower freights. 


SPECIFIC PROJECTS 


Since the implementation of the Quoddy tidal power project would solve all 
our economic problems, the county chamber of commerce has devoted much time 
and effort to the promotion of an authoritative, comprehensive, and impartial 
survey to determine the cost of the power it would produce and, so, whether it 
should be built. The survey: measure passed the Senate last year, but failed 
in the House. This year it has the approval of the Corps of Army Engineers 
and the powerful support of the President himself. Those who have been skep- 
tical of its chances or questioned the sincerity of its proponents may now safely 
lay their doubts aside, and if they are really anxious to promote prosperity here, 
do all they can to assist in securing its passage by Congress. 

This county needs a booster booklet, advertising its attractions as a whole 
to complement the pamphlets issued by the several loca] chambers of commerce 
and by various sporting camps. Such a booklet would benefit everyone in the 
county, directly or indirectly. An issue of 25,000, enough to last for several 
years, would cost approximately $2,750, but until the business interests of the 
county are willing to subscribe that amount, this project will have to remain 
inactive. The very attractive booklet issued by the county chamber of com- 
merce 10 years ago was generally approved, and might serve as a model or basis 
for a modernized edition. 

An important source of revenue to Washington County is the through traffic 
to and from the maritime provinces of Canada. Our routes are the most scenic, 
most convenient, and most logical for this traffic to follow, but skillful, per- 
sistent and well-financed efforts are being made by interests in other sections 
to divert it to other routes north and west of ours. Our interests require pro- 
tection and promotion of Route 1 as the best approach to the maritime provinces 
from New England and from the maritimes to New England. 

This county needs and can make profitable use of one or more commercial 
freezers. For its fishery and farm products, its Christmas trees and blueberries, 
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the availability of freezers of suitable capacity would be of tremendous, per 
haps of decisive, value, for it would enable producers to store their products, 
relieving them of the necessity of immediate sale and enable them to take advan- 
tage of market conditions that otherwise work against them. The promotion of 
such an enterprise might well be made a dominant objective of those interested 
in the overall prosperity of this county. 

Washington County has long overlooked the possibilities of developing along 
its eastern boundaries its short, down-grade and comparatively straight shipping 
route from Aroostook to tide water. To capitalize it, a deep water pier and a 
sizable storage bi iiding for potatoes and other commodities are needed. The 
investment involved would be substantial, but attractive returns therefrom would 
be confidently expected, and every community along the route from Danforth 
to Eastport would benefit from this valuable traffic. 

Agricultural development of this county is hampered by the relatively small 
size of our farms, by our distance from central markets, by unsatisfactory trunk- 
line highways, by high freight rates, and especially by the difficulty the small 
farmer has in selling his produce. Our farmers need little special instruction 
in the business of farming in itself. Their need primarily and principally, 
is help in selling, and for this purpose cooperatives are probably the best answer, 
since by them, any producer however small, could avail himself of the advan- 
tages of carload and truckload freight rates, and of volume buying and volume 
selling in markets large enough to be relied on for supply or outlet. Federal 
and State agencies and local business leaders may well make the establishment 
of and supervision of such cooperatives a major development objective. These 
considerations also apply, although not so urgently, to fishing, and pulpwood 
operations. 

A very desirable project which may or may not be practical or possible in 
this county would be the establishment of a Development Corporation similar to 
that operating in connection with the Maine Development Commission which has 
made venture-capital loans of more than $800,000 without losses not covered 
by earnings therefrom. Such a corporation would be of tremendous value to 
business-building efforts here. Whether one could be worked out in this county 
remains to be seen, but this report would not be complete without mention of such 
a project. 


CONCLUSION 


The above constitutes the findings and conclusions arrived at as a result of 
the economic conference held at Machias last February—and the months of study, 
comparison, investigation and consultation that followed it. The conference itself 
was frankly a pioneering venture, perhaps the first of its kind ever attempted 
by a region such as Washington County, so that its work and that of the several 
panels it set up, can hardly be expected to be perfect in all respects. There are 
certain to be some omissions, some over-emphasis here and there, and some 
under-emphasis as well. This report is accordingly not offered as a conclusive 
or final presentation. It does however represent a sincere and earnest effort 
on the part of a considerable number of public-spirited and responsible citizens 
of this county, to make a worthwhile contribution to its economic well-being by 
providing sound information as to its status, and a reasonably dependable 
appraisal of its needs and potentialities. If it has succeeded in that, or only in 
providing a working basis for constructive discussion, it will have served the 
purpose of this organization in sponsoring it, the promotion of a general, willing, 
well-directed and cooperative effort on the part of our people to steady and 
strengthen the economy of their county. 

Governor Muskie: “I have read your report with a great deal of interest and 
find it very informative and constructive in its approach to the county’s prob- 
lems. You may be sure of my continued interest.” 

Arthur Unobskey: “A remarkable job—it would cost thousands of dollars 
to have anything like it done by a professional survey team.” 

Vernon McFadden: “I have read the reports and as usual you have come up 
with a masterpiece. There has been much favorable comment.” 

Director A. L. Deering, extension service, University of Maine: “The news 
item in the Portland Sunday Telegram yesterday relative to Washington County 
economy was indeed very interesting tome. Your reference to avoiding frequent 
changes in the county commissioner was very much to the point. I have been 
very much interested in the work of the Washington County Chamber of Com- 
merce. It so happened I had a small part to play in its organization years ago. 
I think it can serve a most useful purpose in being a voice for the people of that 
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county, and keeping the attention of the public and of public officials focused 
on your needs and their responsibilities in helping meet those needs.” 

Fred J. Nutter, commissioner of agriculture: “I wish to thank you for sending 
me the excellent economic report and recommendations for Washington County. 
Your organization has made a very worthwhile study of the economic problems 
which confront your area. I certainly agree with your findings that the most 
essential immediate requirement to progress is better roads. You have the finest 
opportunity in the State to develop recreational business and this, of course, 
would increase the market for agricultural products. It is quite amazing to notice 
the markets for farm produce which develop along with the summer camps and 
hotels. Much of the agricultural depression, resulting from poor crops of blue- 
berries, was overcome in 1954. The development of poultry in your county 
shows encouraging results in spite of one of the most unfavorable years we 
have experienced. Everything seems to point to much better conditions in this 
industry during the coming season. I hope you may be able to further expand 
the poultry industry in Washington County. You may be sure that the Maine 
Department of Agriculture is eager to assist in any way possible with your efforts 
to build a better economy for Washington County.” 

Herbert G. Espv, commissioner of education: “You have placed me in your 
debt by sending a copy of the economic report and recommendations for Wash- 
ington County. I have been very much interested in reading all of it, chiefly 
because of the intrinsic importance of what it says, but also because it supple- 
ments so nicely the recent report on the New England economy prepared by the 
committee under the chairmanship of Dr. Carmichael. It seems to me that you 
deserve warm congratulations not merely for the substantial amount of significant 
information contained in the report, but also for the clear, straightforward way 
in which the material is presented. I appreciate having this valuable informa- 
tion, and I am grateful to you for the fine job you have done in providing it. 
Thank you very much.” 


Senator Dovucias. Senator Smith, I remember when the Passa 
maquoddy project was proposed by President Roosevelt in the 1930's 
it was bitterly attacked as a boondoggling adventure. 

I take it that since you are proposing a survey be made of it you 
think there may be something to it. 

Senator Marcaret Cuase Sairn. I have always thought that it was 
worth study, Mr. Chairman, and of course the survey that I have 
requested is a survey on an international project and not on the United 
States project alone. And I think we should stay away from the 
United States project; because that is not big enough. While it was 
attacked, it did do considerable good during many years over in 
that part of the country. 

Senator Douaias. You propose international development of the 
tides similar to the international development of the power on the 
St. Lawrence. 

Senator Margaret Cuase Situ. That is right. The tides are 
about 52 feet in there, and many people have reason to believe that 
than can be used to great advantage. 

Senator Dovetas. Used both coming in and going out? 

Senator Margaret Cuase Smirn. That is right. 

Senator Doveias. Senator Neely, do you have any questions? 

Senator Nrety. No, sir. 

Senator Duoeias. Senator Kennedy ? 

Senator Kennepy. No questions. 

Senator Douctas. We are again very grateful to you. 

Senator Margaret Cuase Smiru. Thank you very much. 

Senator Doveias. Senator Kennedy has given a great deal of 
thought to this question, and Senator Kennedy, we will be glad for 
you to make such statement as you have. 
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STATEMENT OF HON. JOHN F. KENNEDY, UNITED STATES SENATOR 
FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. I appreciate this opportunity to make a few 
brief remarks on a subject in which I have taken particular interest 
since coming to the Senate, namely, the problems posed by those 

kets of substantial labor surplus which retard the economic 
ealth of our Nation as a whole, and my State and region in particular. 
In these times of apparent prosperity, it is too easy to forget those 
at the bottom of the economic ladder who have not shared the fruits 
of this economic boom and whose hardships are not reflected in rosy 
statistical summaries. 

Although the proportion of American families with annual in- 
comes over $10,000 has increased since the 1952 census from 4.1 per- 
cent of the total to 5.9 percent, those families which most need to im- 
prove their economic status have not done so in the current boom. 
For not only have we failed to reduce the proportion of families with 
incomes under a thousand dollars in the years since 1952, we have on 
the contrary seen that proportion remain constant, and even increase 
slightly from 8.5 to 8.8 percent. A major part of the prob- 
lem of low incomes in a prosperous economy is represented by our 
areas of substantial labor surplus of which there were only 37 in 
January of 1953 compared to 132 in July of 1955. 

We in Massachusetts have had some experience with this particular 
problem. And I am delighted to see here today Congressman Lane 
representing the city of Lawrence who has worked tirelessly on this 
problem which has affected his city probably more than any area in 
the country. 

Thus I am delighted that this committee has undertaken the task 
of meeting the problem of chronic labor surplus areas. But I am also 
fearful that the people of Lawrence, Lowell, and similarly situated 
communities once again will have their hopes for real improvement 
built up only to find when the programs are analyzed that little or 
nothing has been done for them. This was true I regret to say under 
the previous Democratic administration. It has certainly been true of 
the much publicized programs of the present administration. 

Falsely inflated hopes do more harm than good by discouraging 
local efforts and sometimes even frightening away, with all the bad 
publicity about “ghost towns,” prospective investments in industries. 

A second caution which I would urge this subcommittee to consider 
is the danger of overlooking or bypassing the already existing and 
amazingly successful industrial development groups in these com- 
munities. I am assuming that they will be utilized and not bypassed 
under section 7 of this bill. Certainly no Federal program will solve 
these problems without maximum and harmonious local efforts. 

Although as a member of this subcommittee I don’t wish to discuss 
the bill in detail at this time, I do want to urge at the outset of these 
hearings a stronger and more definite section 11 which, as presently 
written, adds little if anything to the currently inadequate program 
for channeling governmental contracts to these communities. 

The administration’s program for distressed areas announced in 
December 1953 rests upon two principal functions: 
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First, there was to be increased channeling of defense contracts 
into distressed areas. 

Now under this program we received in New England contracts 
totaling $5,864,000. Of this amount, it is interesting to note, $4,986,- 
000 was allotted during the period July 1 to December 31, 1954, and 
the following distressed areas received no defense contracts during 
the life of the program: Lawrence, Fall River, Milford, and Fitch- 
burg. 

The second feature of the program announced in 1953 consists of the 
issuance of rapid tax amortization certificates. This program has 
resulted in no certificates of necessity for rapid amortization during 
the 2-year period to attract new industry to the labor surplus areas 
of Massachusetts. 

And subsidiary aspects of this administration’s distressed area 
program which also resulted in no substantial activities were a job 
retaining program and a pious hope to effect closer liaison between 
procurement agencies and local businesses. 

It is because this program, like the programs announced before 1953 
under the Democratic administration, brought such little real relief to 
the distressed areas of New England that I am anxious that we do not 
again falsely build up their hopes in the consideration of this legis- 
lation and the program which Dr. Burns announced last October in 
Colorado. For in the final analysis, the Federal Government has 
done comparatively little for the relief of the people of these labor 
surplus areas, both in New England and throughout the country. 

These statistics are even more regrettable in the light of the figures 
that Mr. Vinson brought out last week, showing that so many defense 
contracts have been negotiated, and far more could have been steered 
into these areas. 

The very least, it seems to me, which we might do to strengthen 
what I think is a sound bill would be to return to the bid-matching 
proses which was discarded in 1953. Under that program firms 

idding on Government contracts who were located in labor surplus 
areas were given the opportunity to obtain contracts by matching the 
lowest bids submitted from other areas. This program costs the 
governmental agencies nothing, for they still procured their goods 
at the lowest possible price. 

But it made a significant, if small and temporary, contribution to 
the alleviation of unemployment in many distressed areas including 
$14 million worth of contracts to New England surplus labor areas. 
Unfortunately, this program was eliminated under the order an- 
nounced in November of 1953, and since that date not a single defense 
contract under this program has gone, for example, to Lawrence. Not 
one to the Nation’s most hard hit area. 

I am hopeful that this subcommittee will finally take truly effec- 
tive action in this problem of depressed areas, the Nation’s No. 1 
problem today. Thank you. 

Senator Dovetas. Thank you, Senator Kennedy. Senator Kilgore 
is present as a witness. And I may say that both Senator Kennedy 
and Senator Kilgore are cosponsors of the bill 2663. 

Senator Kilgore, we are very glad to have you here. 


73437—56— pt. 1——-3 
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STATEMENT OF HON. HARLEY M. KILGORE, A UNITED STATES 
SENATOR FROM THE STATE OF WEST VIRGINIA 


Senator Kiicorr. I am delighted to have an opportunity of appear- 
ing before this subcommittee in support of the Senate bill 2663, of 
which I have the privilege of being one of the cosponsors. 

The problem of depressed areas which this bill will go a long way 
toward solving is one of the most critical problems facing us today. 
A country with pockets of severe chronic unemployment in every 
section cannot in good conscience boast of a prosperity. 

This problem cries out for special and immediate attention. Action 
must be taken and taken promptly. Congress has the duty of enact- 
ing legislation to alleviate this ugly condition of continuing and ex- 
tensive joblessness. Failure to do so would neither be understood nor 
excused by those many hundreds of thousands of our fellow Americans 
who are without employment through no fault of their own, and who 
cannot find jobs in spite of their eagerness to provide their families 
with the necessities of life, which are now lacking to many of them. 

Very often the background of the creation of a depressed area is 
entirely outside the control of the local community and is due to 
national or international factors. The reasons are varied. Some- 
times a natural resource is depleted or the demand for it disappears; a 
big plant on which the area depends is closed down; the introduction 
of mechanization, so-called automation, requires fewer workers. 

Now, may I add to my prepared statement ? 

My State is particularly a heavy sufferer due to automation. Mines 
in West Virginia are now getting out as much coal with one-fourth the 
workers needed previously because of automation. It is true there is 
a heavy capital investment in this automation, much more than 
appears to the average person. The day when we could open up a 
mine with a $10,000 tipple is gone. The tipples now cost from 2 to 3 
million dollars. That is needed to clean the coal after it comes out 
automatically mined. They get it out with fewer workers. Although 
there is an abundance of coal and there is a lot of coal being mined, 
automation is responsible for a good deal of unemployment. 

This is particularly true in West Virginia where as my colleague on 
this subcommittee well knows, we have for years encouraged our 
miners to buy their own homes. And they have their capital invested 
there. And then they are out of employment. And they have their 
families. It is hard for them to move. 

Increasing mechanization has been a major factor in the coal indus- 
try for at least a generation. Automatic mining machines are brought 
in to maintain equal or decreased production and miners are dropped 
from the rolls. No one opposes technological advances. Yet some- 
thing must be done to find and work for men so displaced. 

And may I say on that also that age is a terriffic handicap to a man 
in a mechanized mine. You must be young and very agile to work 
around that fast-moving machinery. Your older experienced miners, 
the best miners you have, are automatically shoved off on the slag pile, 
and they have no place to go. 

One ugly result is the creation of new ghost towns with stranded 
populations, a few examples of which are shown in photographs dis- 
played here today. Marginal mines which cannot compete with 
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mechanized pits are closed down, and where the community is depend 
ent on them, and where no other opportunities exist, a ghost town 
develops. 

Incidentally, in West Virginia we are having a great number of 
mergers. Big companies are buying out other big companies and 
consolidating in ft to further their mechanization plans and get 
out more coal, because that gives them a greater capital to work with. 

Some of the communities facing this general problem, and their 
aroused residents, have banded together to find a solution. Groups in 
various areas have developed plans to encourage new industries or 
expand existing ones in order to create new jobs. Or there may be 
other alternatives. 

You may recall that some months back, in my own State, citizens of 
Follansbee forced the abandonment of plans to dismantle its steel mill 
which was to be shipped elsewhere, and consolidated it with another 
steel mill. 

Senator Dougias. That was done with the assistance of Mr. Cyrus 
Eaton; was it not ? 

Senator Kingore. It was. 

Senator Doveias. And the company is now making money. 

Senator Kitcore. They always had made money, Mr. Chairman. 
In fact, one of their big assets was because the carryback, carryover 
provisions of the tax bill. Other companies would have gladly ab 
sorbed that corporation to get the carryback, carryover credits that 
were available. 

Senator Neety. Mr. Chairman, please let me observe that Mr. Cyrus 
Eaton and President John L. Lewis of the United Mine Workers 
both rendered great service in the Follansbee steel mili matter. Only 
the heroic opposition of these distinguished men prevented the re 
moval of the mill from West Virginia to a distant State. 

Senator Kitgore. That is absolutely correct. 

That steel mill, incidentally, represented another factor which I 
pointed out a little earlier. It had been in existence for years and 
years and years. The men working in the mill were the children and 
grandchildren of the first workers there. They had bought and built 
nice homes. The town, as my colleague well knows, was a very nice 
town. There were no company houses there. Everybody owned 
his own home. You couldn't pick those houses up and move them 
away, and those people had all their savings invested in homes. They 
had a good school system, and it would have been disastrous to have 
moved that plant else. Fortunately, we were able to prevent that and 
the mill is running very profitably. 

But the key factor, as Senator Neely well said, was that Mr. Eaton 
and the United Mine Workers and others got together and worked it 
out. 

Follansbee is an exception. Results show in almost all of the cases 
where communities took action themselves only a partial solution has 
been achieved at best. Most of them are still in the class of depressed 
areas. Although unemployment may be reduced, the unfortunate 
fact is that many of their displaced workers are still without jobs. 
The introduction of new industries does not automatically mean the re- 
hiring of workers previously fired. 

It should be clear by this time that a local community, even with 
State aid, cannot solve this problem by present means. It needs the 
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resources of the Federal Government behind it. More must be done 
than the locality can do by itself. Financial assistance is often essen- 
tial. Temporary jobs must be provided before new job opportunities 
are available. Adequate relief measures are necessary in the interven- 
ing priod. Most important, displaced workers must be retrained so 
that they will acquire new skills and be able to work in the new plants 
developed. 

Senator Dovetas. That is one feature of the present bill; is it not? 

Senator Kiteorr. It is and that is one of the most important fea- 
tures of the present bill. 

There is a this, may I say, Mr. Chairman, which applies to West 
Virginia and to a number of States. Local banking facilities are not 
adequate to finance the location of new plants because of the loan 
limitation based upon their capitalization. In order to get a plant 
started, you have to go someplace else to get the necessary loans. I 
have run into that repeatedly where local banks simply could not 
finance. As we all remember, one of the big problems we had with 
small plants in the past was the fact that the RFC didn’t like to make 
small loans. This bill sets up a new method of getting loans. 

This means that the problem of depressed areas, which is national 
in scope, must be attacked on a national basis. Unfortunately, in spite 
of pledges that have been made, little has been done in the past 3 years. 
A look at some of the figures shows the problem is more serious than 
when this administration took office. In January 1953, there were 
18 major and 19 smaller depressed areas. By November 1954, the 
figure for major areas had jumped to 48, then dropped to 26 by 
September, and 19 by November. The number of smaller areas has 
also increased, with the latest tabulation showing 64 which, however, 
is the lowest since May 1954. 

Though there has been some improvement, the situation is still 
serious. The immediate outlook, according to the Labor Department, 
is not encouraging. Job increases in the immediate future are ex- 
pected to remain in the small-to-moderate range. There is no reason 
to anticipate further reductions in labor surplus areas without some 
type of Federal aid such as this bill provides. 

Obviously, the time for action is here. We in the Congress responded 
to this need when Senate bill 2663 was introduced last July 28. The 
administration made a belated move in the same direction when on 
October 24, Dr. Arthur F. Burns, Chairman of the President’s Council 
of Economic Advisers, proposed a program of aid to depressed areas. 
In view of Dr. Burns’ recognition of the urgency of this problem, I am 
sincerely hopeful that the administration will do its utmost to support 
the bill before us now. 

Mr. Chairman, as Senator Kennedy pointed out, there were efforts 
made to get contracts for smaller plants in depressed areas, because 
the Government is the biggest buyer we have in this country now. 
But it just has not worked out. This theory of contracts in depressed 
areas didn’t work out because the people doing the buying didn’t 
want to take the trouble to go down and analyze the situations in local 
areas. 

Mr. Chairman, my State is an example of the necessity for prompt 
passage of this legislation. A number of communities in West Vir- 
ginia are seriously affected by chronic unemployment. These include 
the major areas of Charleston, Huntington, and Wheeling, and the 
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so-called smaller areas of Beckley, Bluefield, Clarksburg, Fairmont, 
Logan, Morgantown, Parkersburg, Point Pleasant-Gallipolis, Ronce- 
verte-White Sulphur Springs, and Welch. 

Two of our counties are also included in surplus labor areas of other 
States. They are Mingo County, which is included in a Kentucky 
labor surplus area, and Mineral County, which is included in a 
Maryland surplus area. 

Charleston, our largest labor market, is classified as a 9- to 12-per- 
cent unemployment area, a slight improvement from its previous 
designation of above 12 percent unemployed. 

Huntington and Wheeling are listed in the 3- to 6-percent jobless 
classification, somewhat better than their previous 6- to 9-percent 
listing. 

Though unemployment is somewhat lower in these areas in recent 
months, it is still too high for complacency. 

Three of the ten smaller areas—Clarksburg, Morgantown and 
Parkersburg—have just been dropped from the labor surplus classi- 
fication, according to figures from the Labor Department released 
December 21. Reason for removal is that unemployment is expected 
to remain below 6 percent for the next 4 months, which is hardly a 
comfortable figure. The other seven smaller areas, as well as Mingo 
and Mineral Counties, remain centers of continuing serious unemploy- 
ment. 

It is interesting that unemployment figures in Germay at present 
are said to be less than 2 percent, and we have been trying to help 
them over there with generous amounts of foreign aid. 

One of the most striking features of this unhappy picture is the 
failure of unemployment compensation to sustain an area of extended 
unemployment. As of September last, unemployment benefits in my 
State were being paid to just under 8,000 beneficiaries, which is less 
than 23 percent of some 35,000 who reported jobless that month. 

In other words, less than one-quarter of the unemployed were re- 
ceiving benefits, the reason being that most of them were without jobs 
for such a long period they were no longer eligible to collect benefits. 

How were those twenty-seven-thousand-odd workers getting along? 
They and their families? One graphic indication of their need is 
the figure of the State department of public assistance, showing that 
as of December 15 more ea 210,000 individuals were receiving sur- 
plus food distribution, mainly in the coal areas. This is an unwhole- 
some feature of an otherwise prosperous Nation. 

Senator Nreny. Senator Kilgore, you will recall that the number of 
210,000 which you mentioned, who last December were keeping their 
souls and bodies together in West Virginia with Government food, was 
last April 65,000 more—a total of 275,000 notwithstanding the fact 
that the population of our State is less than 2 million. In other words, 
much more than 10 percent of the people of West Virginia were en- 
tirely dependent upon Government food products as recently as last 
April. 

Senator Kircore. That is right; over 10 percent of the population. 

Senator Nre.ty. Mr. Chairman, when our subcommittee held its 
hearings in March and April of last year, it was shown that there 
were only two other States in the Union whose distressed area prob- 
lems approached those of West Virginia. Those States were Pennsyl- 
vania and Kentucky. 





32 DEPRESSED AREAS 


The hearing held at Altoona last year disclosed the fact that more 
than a million people of Pennsylvania were, at that time, dependent 
upon Government food. 

Senator Doveias. You mean the food relief 

Senator Nrety. That is correct. 

A few days later, upon a hearing held at Pikeville, Ky., it was 
shown thai 13 percent of the population of that State was living on 
food furnished by the Government. At Altoona and Pikeville, it was 
proved that the unemployment distress in these communities was 
greater than it was at any time during what was commonly known 
as the Hoover depression from 1929 to 1933. Similar testimony was 
presented to the subcommittee at Williamson, W. Va., regarding the 
dire distress of multitudes of the “Mountaineers.” 

In the circumstances, the people of that State hope and trust that 
the pending bill will be promptly enacted into law. 

Senator Kiicore. To show the causes of that, an analysis of devel- 
opments in the coal industry leaves little room for optimism about 
displaced coal miners at the present time, unless this bill becomes a 
law. 

The bright side of the coin is that coal output is on the increase. 
Bituminous coal production is expected to reach close to 465 million 
tons in 1955, compared with 392 million tons in 1954, and 457 million 
tons in 1953. I refresh my colleague’s recollection on this, to show 
that West Virginia mines are producing coal. 

As the Senator well knows, there have been definite freight car 
shortages. Some mines have been shut down, because of freight car 
shortages in the State, 3 or 4 days a week. Even with coal being 
mined in increasing quantities, more and more machines are doing 
the work of displaced miners. Production up and employment down: 
That is the core of the problem in these areas. 

The United Mine Workers estimated on November 14 of last year 
that, over the Nation, some $155,000 abled-bodied coal miners were 
still without jobs. 

The West Virginia Chamber of Commerce, in the September 1955 
annual review number of the West Virginia Business Index, referred 
to “The permanent disemployment of an estimated 70,000 coal miners” 
in West Virginia alone. I stress these ominous words “permanent 
disemployment.” 

The same publication noted that the population of West Virginia 
has declined progressively in each of the past 4 years. That is truly 
a reason for alarm. West Virginia is losing its fine young people. 
They cannot find jobs opportunities, and being without ties, they are 
free to move out—a permanent loss to the State. 

The older workers with families and homes find it difficult to pull 
up stakes and leave communities where they have lived all their lives. 
They are displaced and they will remain so until this bill comes to 
their aid. 

Along that line, Senator Kennedy, you were mentioning conditions 
in New England. One of your big tool manufacturing companies 
came down and operated in West Virginia during the war, and they 
said the miners and miners’ sons were the easiest men to train on 
mechanical work that they had ever had. They said it took a very 
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short time to retrain a man and make him into a good machine oper- 

ator of almost any kind, and that they did wonderful repair work. 
The company hated to move out of the State when the Government 
closed down the contract at South Charleston, because it had had a 
very happy experience there with training workers. 

That is another feature of this bill, the retr aining provision. It 
won’t take a long time, but it does take a concerted effort to take a 
man out of a coal mine, for instance, and retrain him to go into a fabri- 
cation plant of some kind. It must be a concerted effort. This bill 
gets to the core of the problem, because the pattern of industry in the 
United States of America is constantly changing. It is constantly 
keeping 2 or 3 jumps ahead of the rest of the world, and to do that, 
you have to train your people to take up any new phase of work. 
For instance, I remember when one of the big Swiss companies came 
to this country and put in a plant here. W hy! ¢ Because they could 
train workers to turn out greater quantities in less time here than they 
could in Switzerland, and they therefore established a plant in this 

country. 

Mr. Chairman, the situation in West Virginia is so critical I under- 
stand this subcommittee will hold hearings there in the near future, 
where the picture can be presented in greater detail. I know your 
hearings in Washington, and in West Virginia and in other hi wrd-hit 
areas, Will prove the inesc apable need for ‘immediate passage of Sen- 
ate bill 2663, followed by prompt implementation of the farsighted 
provisions contained in it. 

Mr. Chairman I would like at this time to introduce an editorial 
from the United Mine Workers Journal of December 1, 1955, on this 
bill, and have it made a part of my statement. 

Senator Doveras. That will be done. 

Senator Kitcore. I also would like to put in the “Area Classifica- 
tion ‘Summary” covering West Virginia taken from the United 
States Department of Labor, Bureau of E mployment Security, and 
have it made a part of my statement. 

Senator Dovetas. That will be done. 

I only want to ask one question, Senator Kilgore. What has been 
the experience in West Virginia of the work of the Small Business 
Administration? Has that been of any appreciable help? 

Senator Kitcorr. May I say that they may have done their utmost, 
but that it has not been very successful. They may have worked hard, 
but they haven’t been able to help the small plants. 

Senator Doveras. Have many loans been made ? 

Senator Kircorr. Some, yes. They have made some loans, but the 
question is not just a loan. The question is getting the work. The 
Government procurement agencies simply w ouldn’t break down their 
needs into smaller components so that the smaller plants could bid. 
I found that constantly . For instance, one plant in West Virginia 
put in an electric furnace to produce steel. They got a Government 
loan and put the furnace in. At that time they were having to buy 
their billet from Belgium. The Government required the company 
to make available to it all or any part of its production of any special- 
ized steel that the Governement asked for. Immediately military 





34 DEPRESSED AREAS 


ordnance asked for 60 percent of their total output in shell steel, the 
hardest steel to make. They had to cancel orders that they had from 
coal-mining companies and railroads in order to divert 60 percent of 
their output to that. Then, when the pressure for steel slacked up, 
they suddenly found themselves out and the order was given to 
United States Steel. 

The same thing was true of another company that had an excellent 
record in making the tail piece for rockets. A big company got the 
contract. They had to lay off the men they had spent 2 or 3 years 
training during the Korean crisis. They had worked the thing out, 
but they found themselves asked to stand by. Unfortunately, men 
can’t eat standing by. You can keep your plant standby, but the men 
have to earn something to eat along with this standby business. 

Senator DoveLas. Senator Neely ? 

Senator Nrety. No questions. 

Senator Dove.as. Senator Goldwater? 

Senator Go_pwater. I have no questions. 

Senator Dovetas. Senator Kennedy ? 

Senator Kennepy. Only the question you asked about small busi- 
ness. I think it would be worthwhile getting the statistics on the 
amount of loans they made to these areas, particularly unemploy- 
ment, because the figures are relatively small in Massachusetts; a 
million and a half dollars in loan, and 14 in total, was it not? 

Senator Doveras. Will the staff ask the Small Business Adminis- 
tration for a list of loans and the amounts in the given areas of dis- 
tress, and when those are received, we will make them a part of the 
record. ; 

(The figures referred to appear in the appendix, p. 1150.) 

Senator Kiicore. May I add something on that? 

Senator Dove.as. Yes. 

Senator Kiicore. I ran into this in 3 or 4 instances. A loan would 
be requested, and it would be granted conditioned upon the award of 
a contract. When a bid was made on a contract, the contract would 
be conditioned upon their getting the loan. The loan wouldn’t be 
granted until they got the contract. The contract wouldn’t be let 
until they got the loan. So they were at a stalemate. 

Senator Kennepy. This is such an important part of the bill, it 
might be worthwhile to have somebody from the Small Business Ad- 
ministration. 

Senator Dovetas. I think we should do that later in the hearings. 

Thank you very much. 
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(Senator Kilgore’s material follows :) 


Unrrep States DEPARTMENT OF LABOR 
BUREAU OF EMPLOYMENT SECURITY 
OFFICE OF PROGRAM REVIEW AND ANALYSIS 
AREA CLASSIFICATION SUMMARY, NOVEMBER 1955 


(Advance Release of “Bimonthly Summary of Labor Market Developments in 
Major Areas”) 


Labor market indicators 


Nonagricultural wage and salary employment (in | women 
thousands) as 8 
rhe pe eect percent) TUrn- 
| tion over, 
according Total Manufacturing of non | munu- 
agricul 7 
to a yar factur- 


| Telative ad- | ert Ae ; — | ing 
g area | equacy of | | | Employer | quits 
State and local labor | | Percentage} Percentage! forecasts = per 100 
supply change | change of labor (np) * | workers 
| from— i require- employ- 
| Sept. a! ment 
| 1955 | | ments | 


i 


| 
Nov. | Sept.) July| Sept. | July| Sept.) Sept. 1955-| Sept. 
1955 | 1955 | 1955 | 1954 1955 | 1954 | Jan 1956 | 1955 


WEST VIRGINIA | 


Charleston ! : 90.2 40.2} +22) 25.1 


+1.2 No change Le (3) 
Huntington-Ashland | 68.04+2.0) +63) 26.4 7 
! i j } 


0.1 1 
2.9)+11. Moderate | 25. 7 14 
3.6 





| increase. | 
| +6.3, No changs.| 


0.9 


' 


+ 
Wheeling-Steubenville !_| ¢ 116. 4,+2. 8 +6.0) 56.7)+ 
| | 


1 Employment statistics for these areas have been developed entirely or in part under the Bureau of Labor 
Statistics-Bureau of Employment Security-State agency joint employment statistics program. 

2? Group E: (Employment statistics for these areas have been developed entirely or in part under the 
BLS eens Statistics program jointly with an agency other than the State employment security 
agency. 

1. The number of workers now seeking employment in the area is considerably in excess of currently avail- 
able job opportunities, and this situation is expected to continue through the next 2- and 4-month periods. 

2. Unemployment is approximately 9.0 to 11.9 percent of the total labor force. 

3. Net nonagricultural labor requirements for 2 and 4 months hence indicate declining employment levels 
or no significant labor requirements. 

4. The current or anticipated labor suplus is not due primarily to seasonal or temporary factors. 

3 Information not available. 

* Group C: 

1. The number of workers now seeking employment in the area is slightly in excess of currently available 
job opportunities, and this situation is expected to continue through the next 2- and 4-month periods. 

2. Unemployment is epoenee 3.0 to 5.9 percent of the total labor force. 


3. Net nonagricultural labor requirements for 2 and 4 months hence indicate no significant increases in 
employment. 


Note.—The data presented here are derived from the regular bimonthly area labor market reports re- 
ceived by the Bureau of Employment Security from affiliated State ei: ployment security agencies. Each 
area listed consists of a principal city or cities and the surrounding area within a reasonable commuting dis- 
tance. More detailed information on any of these areas may be obtained from the Bureau of Employment 
Security or from the appropriate affiliated State employment security agency, listed in the inside back cover. 
Employment data relate tototal wage and salaried workers for the payroll period ending nearest the fifteenth 
of the month. Self-employed, unpaid family workers, and domestics are excluded. 
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Labor market indicators—Continued 


SMALLER AREAS 


Nonagricultural wage and salary 
employment (in thousands) 


Unem- 
ploy- | Manufacturing 
ment | ee ee Employer fore- 
Data re- per- | casts of labor 
lote to— cent Percent Percent requirements 4 
change change change months from date 
since - from— of data 
year ‘ 
ago 


State and area | 


| 6 i 6 , 
months months ~ -y 
ago | | ago ag 


WEST VIRGINIA 


Beckley --...-- Aug. 1955 5. . .6 | +6. 3 | 5. Slight increase. 
Bluefield__...._....; May 1955 ; : 4 .6 .8 | 8 Moderate increase. 
Clarksburg 3__ Apr. 1955 " 0 | ‘ a3 5.6) +2; +3.9 | Substantial in- 
| cTease. 
Fairmont. ...-| Apr. 1955 : 8. 2. 3. ‘i ; 5. Slight increase. 
Lage. cn 2 Aug. 1955 5. 5. 3 ret i, ef . Moderate increase. 
Morgantown 3____| Apr. 1955 h i5. 3. 2.6 6 | : } | Substantial in- 
i | } cTease. 
Parkersburg 3____.| Apr. 1955 35. 24. 3.0 | . 8 .5 | Ri 2 | Slight increase. 
Point Pleasant- | 
Gallipolis........ Aug. 1955 | —22.6 8. .8 | 8 Substantial 
} | crease. 
Ronceverte-W hite 
Sulphur Springs.; Aug. 1955 | —34. -4 | +10.6 | 9 4 ; ’ Do. 
Welch M 1955 | '—22. . 6 .8 | 13.4 ‘ 2 a Moderate increase. 





1 Employment changes from 11 months ago. 
2? Employment changes from 5 months ago. 
3 Dropped from “‘surplus”’ list as of Dec. 21. 


CLASSIFICATION OF LABOR MARKET AREAS IN WEST VIRGINIA DECEMBER 14, 1955 


There are 10 smaller labor-market areas in West Virginia currently classified 
as labor-surplus areas by the Bureau of Employment Security of the United States 
Department of Labor. There are also two West Virginia counties included in 
labor-surplus areas of other States. These are Mingo County in the Pikeville, 
Ky.-Williamson, W. Va. area, and Mineral County in the Cumberland, Md, area. 
The Charleston metropolitan area, which includes Kanawha and Fayette Coun- 
ties, is also currently classified as a labor-surplus area. The Huntington-Ashland 
and the Wheeling-Steubenville metropolitan areas are currently classified as 
group C (job seekers slightly in exess of job openings; this situation expected 
to continue over next 4 months). The Clarksburg, Morgantown, and Parkers- 
burg areas will be removed from the labor-surplus area classification this month 
(December) as unemployment has dropped below 6 percent and is not expected 
to exceed 6 percent during the coming 4 months. The remaining 7 West Virginia 
smaller labor-market areas of Beckley, Bluefield, Fairmont, Logan, Point Pleas- 
ant-Gallipolis, Ronceverte-White Sulphur Springs, and Welch, and also the 
Cumberland and Pikeville-Williamson areas are expected to remain labor- 
surplus areas until there is substantial improvement in the economy of these 
areas by expansion of present industry and/or entrance of new industry. 
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Amount of unemployment compensation payments, fiscal years (July 1—June 
30) 1954 and 1955 in smaller classified labor-market areas of West Virginia 





Fiscal year Fiscal year 
1055 1vi4 


Beckle a pliers 3 3, 168, 855 $2, 167, 972 
Bluefield atid edie - 145, 571 610. 455 
Clarksburg = evicas cant : a 453, 850 1, 274, RRO 
Fairmont... --- je ; ‘a ; ; 526, 434 804, 181 
Logan ’ . atl sebcoat , 066, A00 1, 678, 217 
Morgantown uth as mit eae ee ane , 071, 199 813, 833 
Parkersburg. we ste ileal ‘ , 237, 907 040, 450 
Point Pleasant ; ee . acall ‘ 8&5, 223 701, ors 
Ronceverte- W hite nition Springs. : i 561, 127 406, 77 

Welch.. Sintetniwinint ; — 2, 255, 108 631, 201 


»* 


Labor force summaries 
BECKLEY, W. VA. (RALEIGH COUNTY 


1950 POPULATION 96,273 


j - 


| October | August | Febru- August Febru- | Septem- 
1955 1955 | ary 1954 1954 ary 1954 | ber 1953 


i 
Total civilian labor force_- | 21,910] 22110; 23,660 23, 700 23, 740 23, 850 
Unemployed_- a ee 2, 410 3, 000 5, 280 5, 600 3, 800 1, 800 
Percent of labor force 11.0 13. 5 | 22.3 23. 6 16.0 7.5 
Employed _- 19, 500 19, 110 18, 380 18, 100 19, 940 22, 050 
Insured unemploy ment- etch 641 902 | 2, 102 3, 804 2, 916 780 
Percent of insured labor force _- 4.5 6.0 15.1 25.4 18.1 5.6 


o 


Employment security applications on file. 1, 193 2, 157 3, 215 4, 009 2, 976 1, 244 


Se ee ss ieisdoaieaeiesenasia 


BLUEFIELD, W. VA. (MERCER COUNTY 


1950 POPULATION 75,000 


j j 
| October | May | Decem- | June Janu- Janu- 
1955 1955 ber 1954 1954 ary 1954 | ary 1953 





Total civilian labor force | 23,900 | 23,900 | 24,500 24, 200 23, 850 23, 200 
Unemployed 1, 890 2, 750 3, 150 3, 150 1, 800 R50 
Percent of labor force 7.9 | 11.5 12.9 13.0 7.5 4.7 
Employed 22, 010 | 21,150 21, 350 21, 050 22, 050 22, 350 
Insured unemployment 616 1, 236 1, 763 2, 224 884 307 
Percent of insured labor force -__- 4.6 9.6 13. 4 17.0 6.6 2.6 


Employment security applications on file 4 1, 116 | 1, 999 2, 78 2, 408 1,190 700) 


H 
Bs 
é 
i 
, 


CLARKSBURG, W. VA. (HARRISON COUNT 


a ari ls 2 ac ee 


1950 POPULATION 85,300 


October | April October June January | Novem- | January 
1955 | 1955 | 1954 1954 | 1954 | ber 1953 | 1953 





Total civilian labor force | 30,750 | 30,500 | 30,3! 29, 950 31, 000 
Unemployed 4 ae 0 | “2! 50 | 2, 800 3, 350 2,7 1, 550 1, 300 
Percent of labor force__| 7.8 | 9.1 | 11.1 | .§ 5.2 4.2 
Employed. _-__.-- ball 27,750 ,925 | 27,150 | 27,65 28, 400 29, 700 
Insured unemploy ment_ 1, 034 1, 271 | 2, 305 2, 52 975 RR) 
Percent of insured labor | 
5.0 6.2 11.3 f 4.8 4.2 
Employment security applica- 
tions on file 2, 234 , 483 3, 112 , 489 INA 
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Labor force summaries—Continued 
FAIRMONT, W. VA. (MARION COUNTY) 


1950 POPULATION 71,521 


| October | April October April October | April 
| 1955 | 1955 | 1954 | 1954 | 1953 1953 


——_ 


} ' 

Total civilian labor force 24,700 | 24,755 | 25,075 25,380 | 25,340 
Unemployed... ciara arias a4 2, 575 3, 425 | 2, 550 2, 000 
Percent of labor force _ 9.3 | 10. 4 | 13.7 10.0 7.9 
Employed. is he ee a , 22, 180 21,650 | 22,830 23, 340 
Insured unemployment dente 552 | 1, 225 1, 885 1, 505 445 
Percent of insured labor force __- a 5 11.1 | .7 | 2.3 

Employment security applications on file.| | 2, 615 | 588 7 


LOGAN, W. VA. (LOGAN COUNTY, HARTS CREEK DISTRICT OF LINCOLN COUNTY, 
AND WASHINGTON DISTRICT OF BOONE COUNTY) 


1950 POPULATION 86,350 


August February; August February |December| February 


Total civilian labor force 
Unemployed 
Percent of labor force. 
IO ~ oni tiie ons de 
Insured unemployment 
Percent of insured labor 
cn ncn dibvedoniens 
Employment security applica- 
tions on file 


1 Information not available. 


MORGANTOWN . VA. (MONONGALIA COUNTY) 
1950 POPULATION 60,797 


| October | April October | April | October 
1955 | 18 | 1954 1953 


Total civilian labor force 19, 810 9,740 | 19, 690 | 
Unemployed 1, 150 2, 550 
Percent of labor force | 5.8 4) 13.0 

Employed 18, 660 , 6 17, 140 | 

Insured unemployment , 037 | 1, 127 | 


3 . 9.6 | 
798 | spend 1, 943 | 


PARKERSBURG, W. VA. (WOOD, PLEASANTS, RITCHIE, WIRT, 
AND CALHOUN COUNTIES) 


1950 POPULATION 100,822 


Total civilian labor force 
Unemployed 
Percent of labor force... 
* Employed 
nsured unemployment... _..--} 
Percent of insured labor | 


Employment security nonioonl | 
tions of file | 
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Labor force summaries—Continued 
RONCEVERTE-WHITE SULPHUR SPRINGS, W. VA. (GREENBRIER AND 


MONROE COUN Sie 
1950 POPULATION 52,418 


| October | August | February’ August February’ August 
1955 | 1955 | 1055 1954 1954 1953 


Total civilian labor force ; 16, 000 16, 170 16, 600 16, 800 17, 180 
Unemployed 1,200; 2,130 1, 900 2, 690 1, 650 
Percent of labor force_ é 7.8 | 13.4 11.4 16.0 9.6 
Employed. . | ; 14,7530 | 14,040 14, 700 14, 110 15, 530 
Insured eenviny den 316 | 936 | 757 1, 211 225 
Percent of insured labor | 
eiinesssnaienee 3.2 | 14.2 | 9.1 | 17.7 | 4.3 | 


Employment security applica- 1 | 
tions on file } 483 | 1,051 | 1,092 1, 056 340 | 


POINT PLEASANT, W. VA., GALLIPOLIS, OHIO (MASON, PUTNAM, AND 
JACKSON COUNTIES, W. VA., AND GALLIA AND MEIGS COUNTIES, OHIO) 


1950 POPULATION 107,994 


j 


| October August |February| August February 
| 1955 1955 1955 1954 1954 


Total civilian labor force . } 33, | 33,300 | 33,130 | 31,450 30, 900 
Unemployed ai 2, 400 | 3, 050 | 3, 100 3, 400 
Percent of labor force b. § 7.2 9.2 10.0 11.0 
30,900 | 30,080 28, 350 27, 500 
Insured unemployment. -_.........-...-.-.-...--.--- 89 | 731 | 1, 531 | 1, 530 i) 
Percent of insured labor force ; 4.6 Jo 1 | 11.5 () 


Employment security applications on file_..._....--- 5 1, 405 | 2, 475 | 2, 833 | () 


! Information not available. 
POINT PLEASANT, W. VA. (MASON, JACKSON, AND PUTNAM COUNTIES 
1950 POPULATION 59,875 


February 


Total civilian labor force............-..-- oa 
Unemployed 
Percent of labor force... ...---- an 
Employed 
Insured unemployment 
Percent of insured labor foree 
Employment security applications on file_| 


August |February| August |February 


1954 1954 1953 


19, 040 18, 820 18, 800 | 

2, 200 | 1, 900 1, 350 
11.6 10. 1 7.2 

16, 840 16, 920 17, 450 
906 825 | 347 
13.5 12.7 5.6 

2,158} 1,391) 1,147 | 

| 


October 
1952 


19, 600 
2, 360 
12.0 
16, 800 
215 
3.7 
745 


Note.—Area redefined February 1955. 


WELCH, W. VA. (MCDOWELL COUNTY) 
1950 POPULATION, 99,887 





May December’ June ary | January 
1955 1954 1954 95 1953 


Total civilian labor force 24,950 | 25,850 26, 600 i, 29, 150 

Unemployed 20 | 3, 450 4, 200 4, 450 2,45 1, 000 

Percent of labor force -...--------- 3. 13.8 16. 2 16.7 9. : 3.4 

| STE aN ea a1, 390 | 21,650 | 22, 150 . 28, 150 

Insured unemployment | 1,2 1, 365 3, 738 472 

Percent of insured labor force 3.3 | 6. 3 6.9 17.7 4 Lo 
Employment security applications on file_. | 5; 175 | 1, 737 | 3, 704 ,8 (4) 


\ Todermnieliie not available. 
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{From the United Mine Workers Journal of December 1, 1955] 
DovucG Las’ DeprRessep AREAS ACT SHOULD BE ENACTED BY CONGRESS 


One of the most critical problems facing the Nation today and one which is 
being given increasing recognition by responsible representatives of both political 
parties is the existence of pockets of depression in what otherwise seems to be 
an economy of plenty. 

One can’t blame official spokesmen of the Eisenhower administration for brag- 
ging that we have the greatest number of persons employed in the history of the 
Nation. But the fact is that there are still more than 2 million jobless and that 
the 65 million employed are the result of growth of the population and a fairly 
stable economy. 

There should be more jobs. And there will have to be more in the next few 
years. There must be at least 700,000 new jobs available each and every year to 
absorb the normal growth of the population. 

The hue and cry now being raised by many labor organizations over so-called 
automation—the automatic factory—is nothing new as far as the United Mine 
Workers of America are concerned. For more than a generation now mechaniza- 
tion of our coal industry has created technological unemployment in the mining 
industry. 

In an overall expanding national economy—which ours has not been for the 
past few years—these men who lost their jobs to automatic mining machines could 
and would be absorbed into jobs in other industries. But they are not being 
absorbed. They are hungry and jobless. 

The fact that our economy is not expanding as it should to create new jobs in 
new industries for those thrown out of work by technological advances in other 
industries is evidenced by the figures presented on November 14 by UMWA Vice 
President Thomas Kennedy to the Subcommittee on Foreign Economic Policy of 
the Joint Congressional Committee on the President’s Economic Report. Those 
figures show that there are still 155,000 able-bodied coal miners without jobs. 

Many of them never will regain jobs in the mines. This is a cold, hard fact 
which the UMWA has faced up to ever since its founding. The union always has 
taken the position that mechanization must be encouraged, with the men who stay 
in the industry sharing in the benefits of increased productivity through a higher 
wage scale. 

But the union also takes the position that the technologically unemployed 
must be absorbed in other jobs in other industries. And the only way this can 
be realized is to create conditions that will lead to an ever-expanding economy. 
We do not think that so far the Eisenhower administration has been willing 
to face up to its responsibility in this matter. 

The responsibility of the administration is clear. It is not a matter of debate. 
In 1946 the Congress of the United States passed an employment law. It was the 
intent of Congress to make the executive department of the Federal Government 
responsible for policies that would create conditions of full employment. 

The very first recognition the present administration has given to this respon- 
sibility came only a few weeks ago when Dr. Arthur F. Burns, Chairman of the 
President’s Council of Economic Advisers, presented a program to the President 
for the alleviation of unemployment in distress areas. 

We hope most sincerely that this is a program and not just a lot of politics 
for an election year. 

But we are naturally suspicious. An almost identical blueprint for alleviation 
of depression in distress areas—such as coal regions—was presented in the 
form of proposed legislation in the past session of the 84th Congress. 

It got little or no attention in the last-minute rush to adjourn in the late 
summer. 

The proposed legislation—which raises important basic issues—was prepared 
by Senator Paul H. Douglas, Democrat, Dlinois, and introduced in behalf of 
himself and Senators Harley M. Kilgore, Democrat, West Virginia, Estes Kefau- 
ver, Democrat, Tennessee, Pat McNamara, Democrat, Michigan, Hubert Hum- 
phrey, Democrat, Minnesota, Matthew M. Neely, Democrat, West Virginia, 
James E. Murray, Democrat, Montana, and John F. Kennedy, Democrat, Massa- 
chusetts. It spells out a constructive program “to alleviate conditions of exces- 
sive unemployment in certain economically depressed areas.” The bill, called 
S. 2663, has been referred to the Senate Committee on Labor and Public Welfare 
and will be acted upon—we hope—in the next session of the 84th Congress 
convening in January. 
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Now Senator Douglas’ bill and the newspaper publicity on Dr. Burns’ program 
make the two appear to be similar in principle. Senator Douglas got there first 
but Dr. Burns got all the publicity because he got an endorsement from Presi- 
dent Eisenhower for his program. That's not too important a point except that 
we think credit should be given where credit is due. What is important is that 
the legislation should not be allowed to become a political football in Congress. 

The unemployed are not interested in whether the Republican administration, 
which happens to be in office now, assumes its responsibility under the Employ- 
ment Act or whether the Democratic majority in Congress takes the ball and 
runs with it. The problem is there; it’s real and it must be acted upon one 
way or the other. 

Called the Depressed Areas Act, Senator Douglas’ bill states: “The Congress 
hereby finds and declares that the maintenance of the national economy at a 
high level of prosperity and employment is vital to the best interests of the 
United States and that the present existence of excessive unemployment in 
certain areas of the Nation is jeopardizinz the health, standard of living and 
general welfare of the Nation.” 

The bill would establish a Depressed Areas Administration within the executive 
branch of Government, Dr. Burns program also calls for such an agency. 

The bill defines a depressed area as an area with not less than 9% percent 
unemployment for at least 18 months or 6 percent unemployment for at least 
3 years. 

Many coal areas qualify. 

The bill would empower the Secretary of Labor to make special studies to 
determine the facts of unemployment for the use of the Depressed Areas Ad- 
ministration. 

Local industrial development committees would be set up by the Depressed 
Areas Administrator to prepare plans and cost estimates for the construction 
of industrial plants and commercial facilities to attract new industries. Local 
citizen groups and private and public lending agencies would help to finance 
the construction. The Depressed Areas Administration would be authorized to 
make loans where financing could not be arranged otherwise. 

The bill would set aside $200 million in Federal funds to help finance the 
program. : 

Part of the program would include the construction of public facilities as 
needed by the States and their political subdivisions. 

All Federal agencies that buy supplies or services for the Federal Government 
would be obligated to procure such supplies or services, wherever possible, 
from contractors in the depressed areas to help alleviate unemployment. 

Tax relief would be granted to industries erecting new plants in the distress 
areas. 

The Secretary of Labor would provide for vocational training for the un- 
employed so that they might learn new skills. The Secretary of Labor also 
would be authorized to enter into agreement with the States to provide supple- 
mentary unemployment compensation for 13 weeks to those undergoing training 
for new jobs. > 

In line with the surplus food legislation won by the UMWA in the last session 
of Congress, the Depressed Areas Act would authorize the Commodity Credit 
Corporation of the Department of Agriculture to process surplus commodities 
into a form suitable for home or institutional use and pay transportation costs. 

The sponsors of this well-thought-out bill are making plans now to hold public 
hearings to build up support for the bill. 

The Nation’s unemployed coal miners can only wish them Godspeed in this 
humanitarian program. 


Senator Doveras. We are very happy to have with us another 
sponsor of the bill, Senator Kefauver of Tennessee. We are very 
glad, indeed, to welcome you here, Senator. 


STATEMENT OF HON. ESTES KEFAUVER, A UNITED STATES 
SENATOR FROM THE STATE OF TENNESSEE 


Senator Keravuver. Thank you, Mr. Chairman, and my colleagues 
of the committee. Thank you for the privilege of appearing before 
this subcommittee today in support of S. 2663, the depressed areas 
bill, of which I have the honor to be a cosponsor. 
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Throughout the past year, we have been told that we are going 
through a period of unparalleled prosperity, but do the facets of our 
national economic life justify such claims 

I think not. It is undeniably true that we have prosperity of 4 sort, 
characterized by soaring profits and heavily increased dividends. It 
is also undeniably true that this prosperity is characterized also by 
a continued steady decline in farm prices and farm incomes. 

It is also undeniably true that although national output is higher 
than 2 years ago, jobs are not being found for the increasing labor 
force; 3 million more people were available for employment last 
August than in August 1943; 2 million of them found jobs; the other 
million swelled the ranks of the unemployed. 

Should we be satisfied with the prosperity we are enjoying when 
an average of 2,674,000 Americans were unemployed during the first 
11 months of last year? How truly prosperous are we when during 
September, the latest month for which figures are available, 2,156,000 
of our people were on relief? 

The administration, whose figures I am using, tells us that these 
numbers are down from the disastrously high totals of 1954, when 
unemployment reached a peak of 3,700,000. I say that so long as a 
single employable American is unable to exercise his natural skills in 
earning a decent living, so long as his family is consequently deprived 
of its full right to the pursuit of happiness, then this Nation should 
not be content. 

The unemployment problem is further accentuated by the fact that 
its impact is concentrated in several areas. Several areas and sections 
are suffering from depressed economic conditions which are in strik- 
ing contrast to the dais that the country as a whole is enjoying 
prosperity. 

I have listened with interest to what Senator Kilgore has said and 
what Senator Neely has told us many times about conditions in West 
Virginia. We have similar conditions in the coal mining sections of 
the eastern part of my State of Tennessee. 

The disastrous floods of the past year in New England and along 
the Pacific coast have further compounded the problem of some pre- 
viously depressed areas and created new difficulties in areas which 
normally enjoyed good economic health. Although the problems 
of flood control must be dealt with in separate legislation, the bill 
under consideration will aid in repairing their ravages in terms of 
industries and employment. 

As recently as last month, there were 19 major areas and 74 smaller 
areas classified by the Department of Labor as areas of substantial 
labor surplus. In plainer language, “depressed areas.” It was pre- 
cisely to restore these areas to full participation in our national eco- 
nomic life that Senator Paul Douglas introduced the legislation 
which you are considering today. 

I am proud to have shared in its sponsorship with Senators Hum- 
phrey, Kilgore, McNamara, Murray, and Neely. I think this bill 
is well considered. Much thought has been given to solving these 
problems with which we are all concerned. 

The tragedy of chronic area unemployment has many causes. The 
exhaustion of a natural resource or a falling demand for it, the 
decline in an entire industry, lack of industrial diversification, and 
the seasonal nature of existing employment, the closing of ordnance, 
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shipyard, aircraft, or other defense facilities, the shutdown, in fact, 
of any dominant enterprise on which the community has depended as 
a major source of jobs. 

In recent years, there has been an increasing amount of State and 
local interest in attracting new industry and raising the level of 
economic activity in depressed areas. Purely local efforts, however, 
cannot solve the problem. 

If all Americans who are able and eager to work are to enjoy em- 
ployment opportunities, the Federal Government must initiate effee- 
tive planning and action. This is a challenge to us as Members of 
Congress to legislate for the benefit of all of the people. 

An aggressive effort must be made not only to eliminate existing 
economic distress, but more important, to prevent the emergence of 
new areas of unemployment. I believe that S. 2663 constitutes such 
un aggressive, coordinated approach, and I strongly urge that you 
give it your favorable consideration. 

The distressed areas bill encompasses an effective program of aid 
to distressed areas because (1) it includes a variety of measures to 
provide immediate relief for the unemployment; and (2) it offers 
means of stimulating a long-range program to restore permanent job 
opportunities. 

In addition to coordinating existing Federal services and providing 
technical advice to distressed communities, it recognizes the need for 
Federal financial assistance to these areas. This latter point cannot 
be stressed too strongly, for while local initiative is basic to the suc- 
cess of any industrial rehabilitation undertaking, Federal cooperation 
and financial aid is essential. 

Other witnesses will discuss the bill’s general provisions, as they 
already have. I should like to touch briefly upon two areas which 
have a particular personal interest for me. I refer first to that of 
section 12, S. 2663, w'iich provides for suitable vocational traiing 
for the unemployed by the Secretary of Labor, and through coopera- 
tion with existing retraining facilities and State programs. 

This section has as one of its prime purposes, the training of dis- 
placed workers to acquire new skills which may be necessary to insure 
their employment in enterprises scheduled to come into areas under 
rehabilitation. 

From the long-range viewpoint, it will also stimulate expansion and 
improvement in job counseling and aes of older workers, inex- 
perienced workers, pantie workers, members of minority groups 
who face barriers of prejudice, and migrant workers. 

It is my hope that S. 2663 will enable the Nation as a whole to 
provide adequate training for the young person entering the labor 
market. Our society today places a alow ag on versatility and adapt- 
ability and the worker with relatively little education pew training 
in one of the skilled crafts is at a severe disadvantage. Recent teclino- 
logical advances have placed an increasing handicap on such workers. 

The need for such training became increasingly clear to me during 
recent months when, as chairman of the Senate Subcommittee To In 
vestigate Juvenile Delinquency, I heard testimony across the country 
which indicated that the capacity of some of our young people to 
obtain suitable employment has a definite bearing upon the incidence 
of juvenile delinquency and crime. 
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I should like, Mr. Chairman, to pass around to the members of the 
committee copies of our report, which was issued last week, and I 
don’t ask that the report be—— 

Senator DouGias. Would you like to have that made a part of the 
record, Senator / 

Senator Keravuver. It isa lengthy report, and I will refer to certain 
sections of it which I would like to be printed in the appendix, but I 
would like for this to be considered as an exhibit to this committee’s 
hearings. 

Senator Douenas. It will be done. 

Senator Keravuver. In an interim report issued last week by the 
subcommittee, we found that there was a cause and effect relationship 
between the inability of a substantial segment of young people to 
obtain employment and delinquent behavior. Unless such effective 
action is taken, the problem will become increasingly severe each year. 

It could reach acute proportions since the number of young people 
involved may double within the next 15 years. 

Although the provisions of S. 2663 are not specifically aimed at 
solving this se sg I have every hope that the emphasis which the 
depressed areas bill places on improved vocational training will stimu- 
late a variety of projects designed to reduce youth unemploy ment and 
to better help youth find a sroductive role in’ soc lety. 

Mr. Chairman, I haa specifically like to ask that on page 11 
of this report the paragraph headed “Problem of Employing Young 
People Adjudicated Delinquent,” and down to the next subsection on 
page 12, and also on page 17, the paragraph providing g prep: aration for 
employment and adjustment to life, on down to the next subheading on 
page 20; and on page 25, the United States Employment Service, 


providing leadership, down to the middle of page 27, be printed in the 
record. I think these parts are particularly pertinent. 

Senator Doveias. That will be done. 

(The excerpts from the report on juvenile delinquency follow :) 


PROBLEM OF EMPLOYING YOUNG PEOPLE ADJUDICATED DELINQUENT 


There is a problem of placing in jobs those young people who have appeared 
in juvenile courts and have been adjudicated delinquent. These young people 
need intensive help. A majority of them will fail again unless they obtain 
employment and become satisfactorily adjusted to a job. Their problem of find- 
ing employment is frequently made more difficult by the stigma of having been 
adjudged delinquent, although the training schools for delinquents often provide 
valuable work experience in the trades. Many of these delinquents, it must be 
recognized, are weak in their skill and personality qualifications to produce and 
pay their way. Although an adjudication as a juvenile delinquent is not a crim- 
inal record, according to law, it is frequently so considered by governmental and 
private agencies." Frequently, both management and labor will rule them out 
if they find out about the delinquent’s past. This places the youngster in a 
dilemma. If he conceals the information, he becomes culpable when he is found 
out. If he is frank and honest regarding his past, he usually does not obtain 
the job. It is important that this group receive the best counseling if they are 
to achieve adjustment in today’s society. 


*G. Howland Shaw in his testimony before the Subcommittee To Investigate Juvenile 
Delinquency on April 20, said: “I remember when I was Assistant Secretary of State 
I had a boy who ay pplied for Foreign Service who had a juvenile record, and the question 
Ww "= whether we should allow him to proceed or not. I had the provision of the law and 
I acted accordingly. But that provision of the law is not taken into serious consideration 
at the present time” (hearings before the Subcommittee To Investigate Juvenile Delinquency, 
Youth E mployment, U. S. Senate, S4th Cong., Ist sess., p. §). 
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PROVIDING PREPARATION FOR EMPLOYMENT AND ADJUSTMENT TO LIFE 


While it is the primary interest of the subcommittee to prevent or reduce the 
incidence of juvenile delinquency in the United States, it may be pointed out that 
millions of youngsters are well prepared to meet their responsibilities through 
their experiences in the educational programs. The subcommittee is aware of 
the fact that America provides educational opportunities to a higher percentage 
of its youth than do most nations. It is likewise aware that American tradition 
has dictated the preparation of children of ability for the learned professions, 
Criticism has often been directed at school administrators because of their 
serious concern for potential dropouts and for those pupils who do not respond 
to academic subjects designed primarily to prepare the student for higher educa- 
tion. The same is frequently true in the area of vocational subjects of a highly 
technical nature. 

The belief is held by many persons that the first concern of those expending 
the taxpayers’ dollars for education should be for the most deserving—leserving 
in the sense of meaning those most capable and most responsive to the program 
being offered. Such a program, however, results in inadequate educational 
opportunity for at least 10 percent of the youth of America. They are thereby 
relegated to a struggle against uneven odds to succeed in life. Of this group, 
many become juvenile delinquents and affect the upward curve of crime incidence. 

Educators recognize that starting at junior high school level, as many young- 
sters move into adolescence, they have a drive to do and to achieve in practical 
activities. This accentuates the need that they have work experience and studies 
related to vocational goals. Today American homes require fewer tasks of the 
young people than they once did because of the increasing use of labor-saving 
gadgets, apartment living, and small, compact homes. Fewer and fewer youths 
have regular chores to perform at home. Parents find they cannot provide work 
experience in most instances for their teen-age children. Most secondary school 
administrators express approval of the goal of continuous enrollment of all youth 
through the high-school-age bracket. Practical courses providing work experi- 
ence programs, however, are reaching but a small percentage of America’s high 
school youth. Programs in junior high schools are reaching an even smaller 
percentage. 

A survey made by the United States Office of Education 3 years after World 
War II showed a surprisingly small number of high-school pupils in work- 
experience programs.” For example, there were only 8,826 enrolled in diversified 
occupation courses. There were 21,452 pupils enrolled in cooperative office train- 
ing courses. An additional 16,016 boys and girls were enrolled in cooperative 
store training, making a total of 46,294 pupils. During the period these statistics 
were gathered, the total number of pupils enrolled was 6,907,830. When one 
considers that there are a number of scattered experimental programs, part of 
which are nonremunerative work, the total number in work-experience programs 
while reaching perhaps 50,000 is really inconsequential as compared to the total 
enroliment in the Nation. 

The greater part of the remunerative work-experience jobs are in business 
offices and in the distributive trades. Many persons are convinced that labor 
and industry should recognize the fact that their long-time interests and those 
of the Nation require that they cooperate with the educational system in develop- 
ing practical courses. They could use their personnel, their experience, their 
facilities, and their dollars for developing such courses. 

Educational leaders have not taken the lead in meeting the needs and in many 
instances have not availed themselves of public employment services and other 
agencies that might be helpful. It has resulted in inadequate educational oppor- 
tunity for many pupils, who are not challenged by an academic course, who are 
not interested in business courses, and who lack the qualifications to enroll in 
technical schools. Many times it is such youngsters who become antagonistic 
to school, coming in conflict with their teachers, they constitute many of those 
referred to the children’s court and those who drop out of school. 

Approximately one-fifth of the children entering high school will go on to 
college. Approximately 40 percent of all boys and girls who enter high school 
will have dropped out before completing high school. This means that about 
20 percent of our young people require secondary level training preparatory 
te entering college. The remaining SO percent need preparation for the trades 


, a: 8. Office of Education bulletin, Offerings and Enrollments in High Schools for 
% 49. 
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and vocations they will pursue. Some will find satisfaction in business courses. 
Others will be capable of pursuing a technical trade program, but a large 
number will not be attracted to such specialized courses. All pupils, however, 
need courses in reading, writing, speaking, basic mathematics, and social studies. 
If such basic subjects can be combined with courses in occupational planning, 
family living, community participation, and practical work expereinces, a broader 
curriculum would challenge the interest of a greater number. 

Many schools are now offering instruction in such occupations as driver 
training, building maintenance, glazing, painting, and the care of lawns, shrubs, 
and trees. Work experience can be planned in the community, as a part of the 
curriculum, on a voluntary and later on a paid basis. It should be a part of 
the pupil’s total education while regularly enrolled. Professional supervision 
and the application of good teaching skills are essential if the pupil is to con- 
tinue to explore and grow in skill and knowledge until he chooses the work that 
will be within his capabilities and challenge his continued interest. 

In considering the place of work in the development of young people the 
importance of other needs of youth should not be overlooked. Boys and girls 
need to have time for homework, for extracurricular school programs, for 
personal interests they may wish to pursue, and for home and family respon- 
sibilities and activities. Part-time work can be a valuable supplement but should 
not be so time consuming that these other interests are excluded. 

Part-time and vacation jobs that students get for themselves have many guid- 
ance potentialities for the schools which can be capitalized by alert guidance 
counselors. Often school officials seem unaware of the job activities of those 
students who are not in school-supervised work experience programs. 

Those directing school-work programs need to be mindful that the educational 
purposes to be served will require great care and caution to see that the young 
people who will benefit most as an alternate to the regular curriculum are 
placed rather than boys and girls who are more creditable representatives of 
the school but who might profit more by full concentration on school studies. 

The benefits of work-school experiences in the programs have been pointed 
to as follows: (1) They give the pupil a sense of personal achievement; (2) 
an appreciation is gained of what real work activity means in the lives of human 
beings; (3) a foundation is laid for an intelligent vocational choice or for 
advancement in a chosen occupation; (4) the pupil is taught to live up to the 
demands of the job at hand; (5) the pupil is occupied and the habit of loafing 
is avoided; (6) the pupil gradually comes to learn and earn through his own 
efforts, facilitating the transition to self-support.* 

Statistics show that there is a steady increase in the number of children 
entering college. Between 1900 and 1955, the number of high-school graduates 
who enter college increased from 7 percent to 30 percent. It has been predicted 
that the percentage may rise to 50 percent within the next 10 or 15 years. 

The State of North Dakota established a revolving fund several years ago 
from which loans were made to minors for worthwhile pursuits in preparation 
for their life’s work. Loans amounting to $150,000 per year were made at 1 
percent interest. These loans were made on the signature and proposal sub- 
mitted by the minor. This faith in young people was justified. A total of 96 
percent of the loans were repaid. The interest charges are reported to have 
covered all losses. 


UNITED STATES EMPLOYMENT SERVICE PROVIDING LEADERSHIP 


The Wagner-Peyser Act of 1933 created the present Federal-State Employ- 
ment Service. It expressly provides for “special services to men, women, and 
juniors.” Inquiry shows that the leadership provided in this field evidences a 
realistic outlook regarding the problem. The testimony of Charles E. Odell, 
Chief, Division of Counseling Selective Placement and Testing, Bureau of 
Employment Security, United States Department of Labor, was significant. He 
pointed out that the Employment Service, to meet the need of young people for 
employment guidance, has been developing a year-round program of service to 
youth.’ This is being done in cooperation with the United States Office of 


* Hull, J. Dan, in youth employment hearings before the Subcommittee To Investigate 
Juvenile Delinquency, U. S. Senate, 84th Cong., Ist sess., Washington, 1955, p. 227. 

‘The U. S. Bureau of the Census has estimated that high- school enrollments will sky- 
rocket by 1965 to 12 million, or twice the enrollments of 1950. At the same time the 
numbers of out-of-school youth will also increase at almost the same rate. See p. 53 of the 
appendix of this report. 

5 Odell, Charles E., in hearings before the Subcommittee To Investigate Juvenile 
Delinquency, Youth Employment, U. 8. Senate, 84th Cong., 1st sess., pp. 50—51. 
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Education, with State departments of education, and with local scheol boards. 
He cited a statement of principles to guide schools and employment offices that 
they may work more closely together. This statement, which was developed by 
the Department of Labor and the Office of Education, has enabled schools and 
employment offices in many communities to work more closely together in effect- 
ing a more orderly transition from school to work for high-school graduates and 
dropouts. This significant statement reads as follows: 

“1. School and employment service officials confer early in the new school year 
to arrange a schedule of joint activities for the year. 

“2. Early in the fall the Employment Service releases a list of the most com- 
mon entry job opportunities for young workers and arranges for the use of this 
material in group meetings with high-school seniors who are planning to enter 
the labor market. 

“3. Arrangements are made for careful screening of those graduates who will 
be seeking work after high school in order to determine who should be tested and 
counseled by the Employment Service personne! prior to placement. 

“4. A schedule is established during the fall and winter months for testing, 
using the USES general aptitude test battery, specific aptitude tests for particular 
occupations and proficiency tests for stenographers and typists. 

“5. Following the testing, arrangements are made for individual employment 
counseling interviews by Employment Service counselors during the late winter 
months. Such counseling involves appraisal of the individual's interest, abilities, 
training, work experience, and physical capacities in order to help each student 
to arrive at a vocational goal which is consistent with his abilities and interests 
and the employment opportunities available to him. 

“6. A registration for work is completed on each of the students who want 
Employment Service's assistance in finding a job. 

“7. Even before the student becomes available for employment, job opportunities 
are developed through individual solicitation as well as general publicity urging 
employers to place their orders for graduates with the Employment Service. 

“8. The Employment Service conducts follow-up studies to determine the em- 
ployment outcomes for those students who have been counseled and placed and 
furnishes information to the schools which they can use in evaluating curriculum 
and training programs.” * 

Mr. Odell pointed out that in a typical month in the fall of 1954, 10 percent of 
the Employment Service's active file was composed of young people 20 years of 
age and under. They received 25 percent of the employment counseling and 12 
percent of the placements were from that group. The fact was contrasted that 
those in this group comprised 16 percent of the unemployed as reported by the 
census of that month. It was asserted that over 300,000 high-school graduates 
util’zed these services each year. It is estimated that a total of 500,000 each year 
are in need of such services. 

It has been pointed out that provisions have been made in some communities 
to provide similar services for those who leave school before graduation. There 
is heavy emphasis on helping those who leave school] to evaluate the relative 
advantages resulting from leaving school for work as compared with remaining 
in high school. It is clear, though, that services to those who leave school before 
graduation are far more limited than those services to graduates. 

Special provisions are made in some cities for dealing with the problems of 
pupils who are mentally retarded and who need assistance in securing employ- 
ment. It has often been overlooked, but there are many jobs that do not require 
a high level of intelligence and extensive verbal and numerical facilities. The 
Employment Service can make a valuable contribution in informing the schools 
regarding the many employment opportunities which young people with limited 
ability can occupy. Special services are also provided in many States by the 
Employment Service in meeting the problem of those who have been identified 
as juvenile offenders. Such services, of course, include specialized counseling, 
job development, and placement in close cooperation with social agencies and 
institutions whose primary interest is in service to youth. Careful study has shown 
that young people who are provided with the complete services that have been 
discussed above are not likely to be placed in jobs below their level of abilities and 
interests. Likewise, they are more likely to be satisfied in their jobs than those 


who have secured employment through their own efforts outside of the organ- 
ized placement agencies. 


* Odell, Charles E., op. cit., p. 51. 
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In his testimony before the subcommittee, Mr. Odell indicated that the Employ- 
ment Service is at present reaching only a small fraction of the dropouts who 
are in need of help to secure a job.’. There is evidence that most of the dropouts 
need positive guidance and placement service. There is a gap in the service avail- 
able to the thousands of youths during the summer months who need assistance in 
securing employment. Some communities, and a few States, have established 
projects in cooperation with school authorities, but for the most part these are 
not adequately organized and systematically operated by employment offices. 
There is a definite need for a specialized approach to youth employment. This 
has been taken by some schools in organizing school-work programs. For the 
most part, these programs are usually confined to commercial students and those 
interested in retail occupations. They have contributed toward keeping many 
youths in school and, at the same time, providing an opportunity for earning an 
income and furnishing beneficial work experiences. 

Senator Kerauver. Mr. Chairman, I am also especially interested in 
one other section of this bill, and this is the procurement section be- 
ginning with section 11 and section 12 on pages 9 and 10. 

I think that the language there is good, directing each department 
and agency to engage in procurement of any supplies for the use by or 
on behalf of the United States Government to the maximum practicable 
extent to secure such services from contractors in depressed areas. 

The language is, of course, necessarily general, and I would strongly 
recommend to the committee the consideration of more specific lan- 
guage such as was suggested by Senator Kennedy last year in an 
amendment offered on the floor of the Senate. 

I think section 12 is of great importance, and I hope that it will be 
construed to mean that the Administrator will particularly keep a 
list of small-business firms in depressed areas and will have liaison 
with the Defense Department, enabling the small-business concerns in 
these depressed areas to be considered by the procurement departments 
of the Government. 

I think one reason, always, why small business has never really 
secured its share of defense procurement, particularly, is that they 
simply cannot maintain the representatives in Washington to coordi- 
nate—to present what they can do to coordinate their bids with the 
demands of the Defense Department. That was a very splendid 
service rendered years ago by the Smaller War Plants Corporation, 
and I should hope that this section might also be enlarged so as to 
bring in some of the activities that were formerly carried out by the 
Smaller War Plants Corporation placed under the Administrator 
in this bill, and I would like to recommend also, Mr. Chairman, 
that the Administrator be required to file an annual or semiannual 
report with the Congress or with this committee and a similar 
House committee on just what success he has had with the Defense 
Departments in placing and helping small industries place con- 
tracts with the procurement. 

Senator Dove.as. Those are very constructive suggestions, I think, 
Senator Kefauver. 

Senator Keravuver. Thank you. In conclusion, I should like to 
observe that our failure as a Nation to provide proper job training 
and proper job opportunities for our citizens young and old con- 
stitutes a shocking waste of natural resources. 

The power of ‘the individual to produce is as much a natural re- 
source as unharnessed waterpower. If it is not employed, it is wasted ; 


7 Odell, Charles E., op. cit., pp. 58-59. 
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it cannot be stored. If men are able and are willing to work, but are 
forced to be idle by lack of jobs or capacity to perform in a decent 
job, the community has wasted the valuable resources of manpower, 
and because of idleness, the individuals are likely to suffer a loss of 
skill and a breakdown of morale. The Nation is poorer both by the 
goods that could have been produced and by the frustration and loss 
of morale of the unemployed individual. 

Without the satisfaction of useful activity, without the sense of 
security in a job well done, most men lose some of their self-reliance 
and some of their ability to be productive. This waste of human re 
sources is a great challenge. It is a surprising comment on a nation 
that prides itself on its skill in organization, in administration, and 
in management, that such a tremendous waste of resources can occur. 

Mr. Chairman, and gentlemen of the committee, I should like to 
point out also that I think this bill is a very important step in con- 
nection with the proper defense of our country. I think it has very 
definite national defense aspects, and I say that for this reason: I 
think all of us feel that this cold war is liable to continue on for a con- 
siderable length of time. An important part of it is the ability of the 
East and the West to produce. We cannot continue to win the cold 
war unless our productive capacity continues to be larger and better 
than that of the Soviet and its satellite countries. Most of us who 
had the opportunity of visiting the Soviet Union this summer or fall, 
I think, felt that the industrial output and future potential of the 
Soviet has been underestimated. <A large percentage of the 225 million 
people in the Soviet Union itself, are working long and hard. It is 
true they do not have the organizational ability. 

They do not have the individual initiative. Up to this point, they 
do not have the training or the skill that American workers have, but 
we cannot overlook the fact that in their heavy industry factories they 
are working 6 days a week, 8 hours a day; sometimes very frequently 
at no overpay. 

If there is some special job to be done, those people have literally 
been worked very, very hard. It is true it is a kind of slave labor, but 
by propaganda and other methods, they are getting a lot of useful 
work out of these Russian workers. 

I think we have been underestimating what their potential is in the 
years to come. So it seems to me that if we are going to continue to 
win the cold war economically, we have got to make the fullest utili- 
zation of our manpower all over the Nation, and we cannot afford in 
the interest of the defense of the country to have substantial unem- 
ployment; we cannot afford to have areas distressed where there is 
idleness and not full production, and I hope that this bill will be con- 
sidered as one of the musts in this session of Congress. I think it is 
tremendously important from that angle, also. 

In conclusion, Mr. Chairman, S. 2663 presents us with an oppor- 
tunity to make more effective use of the human resources we have 
available in this Nation. I commend it to your attention and to the 
attention of our colleagues in the Senate, and I urge that you put 
your full influence behind its passage in the Senate. 

Thank you very much. 

Senator Dovetas. Thank you. 

We are very happy to have with us Congressman Lane, who repre- 
sents the Seventh District of Massachusetts. 





50 DEPRESSED AREAS 


STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. Thank you, Senator. May I first express to the com- 
mittee my appreciation of your kindness and your thoughtfulness in 
allowing me to appear here before your honorable committee this 
morning in a brief way on this very, very important bill. 

Like yourselves, I have listened attentively here this morning to 
the remarks of the various sg and I, too, am satisfied, as the 
previous speaker has stated, Senator Kefauver, that this is one of the 
must bills of this Congress, and I am hopeful, too, that some favorable 
legislation will come of it. 

I suppose that my remarks can be brief because of the fact that I 
endorse the remarks of my colleague, my Senator from Massachu- 
setts, Senator Kennedy, and he has told you from his own personal 
experience and knowledge that Massachusetts and New England have 
need of this legislation because of the fact that we have had these 
labor surplus areas over a long period of time now, and the various 
prearern that have been initiated by the Government, whether it has 
een under the Democratic administration or the Republican adminis- 
tration, has not enured at least to the benefit of the city in which I 
live and which I have the honor of representing here in the Congress. 

Senator Doveras. That is Lawrence? 

Mr. Lane. That is right, Senator. 

Senator Dovatas. That is a great woolen industry. 

Mr. Lane. That is right—a textile. I don’t like to keep repeating 
it. Itis like playing an old record, but it has been hit extremely hard 
due to this distressed situation, and so, again, I noticed and I have 
listened attentively to my Senator’s remarks, and he has put his finger 
on the entire subject matter. 

For that reason, I know that I should be short, because he has 
covered it well. I would like also at this time, Mr. Chairman and 
members of the committee, to call to your attention a very interesting 
pamphlet that was issued in September of last year by the Congress 
of Industrial Organizations’ Department of Education and Research, 
entitled “The Distressed Area—A Growing National Problem.” 

In that pamphlet I note that this committee and the staff of this 
very active committee of the Senate will find a great deal of truthful 
and useful information that may help the committee in arriving at 
a decision. 

Senator Dovetas. Would you like to have that made a part of the 
record, Congressman ? 

Mr. Lane. I would like to. 

Senator Doveias. That will be done. 

(The document referred to follows :) 


THE DIsTrRESSED AREA: A NATIONAL PROBLEM 
(Congress of Industrial Organizations, Department of Education and Research) 


Newspapers across the country headlined the good news that national ouput 
in May 1955 had at last overtaken the previous peak of springtime 1953. Un- 
fortunately, the fact that total unemployment in May was running more than 


a million higher than 2 years before—despite the new production peak—was 
scarcely mentioned, if at all. 
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The tendency of employment to lag behind mounting production nevertheless 
does disturb many people. They realize that the twin factors of rising output 
per man-hour (productivity) and the constantly growing number of individuals 
in the job market (our expanding labor force) present a challenge that calls 
for effective planning and action if all Americans who are able and eager to 
work are to enjoy employment opportunities. 

But, in addition to this nationwide problem, there is another and more localized 
aspect of the unemployment question which also demands our attention. We 
refer to the plight of many areas where a state of chronic unemployment exists— 
a special and exceedingly difficult problem which tends to be concealed by the 
overall statistics on national unemployment. These are communities where 
involuntary idleness is continuous and often acute even when most other parts 
of the country may be enjoying peak prosperity. 

Surely we cannot afford to ignore the special problems of these chronically 
depressed areas. Programs—both public and private in nature—must be de 
veloped to help these communities eradicate the idleness and economic decay 
which have infected them. 


THE AREAS OF “SUBSTANTIAL LABOR SURPLUS” 


The level of unemployment varies greatly among communities across the 
Nation. While the ranks of the jobless increased almost everywhere during 
the 1954 recession—last year 5 percent of the civilian labor force was unem- 
ployed, compared with 2.1 percent in May 1953 and 3.7 percent in July this year— 
the rate of idleness differs substantially from one locality to another. 

Every 2 months the United States Department of Labor makes a job survey 
in the various labor-market areas throughout the country which highlights these 
differences and notes the changes which are occurring. 

First, the unemployment rate in the 149 major labor-market areas in the 
United States is regularly checked. These are the Nation's largest production 
and employment centers; each has a population of at least 100,000 and includes 
at least one central city of over 50,000 and the area around it within commuting 
distance. 

In addition, job changes in a limited number of smaller labor-market areas 
are checked. These are defined as localities outside the major areas, but each 
has a labor force of at least 15,000, or nonagricultural employment of at least 
8,000. Labor Department studies in these smaller areas occur only if a special 
request is made by a mayor, a union, or a Congressman who is concerned over 
a local distress situation. 

In areas smaller than these, however, no Federal unemployment check is made 
at all. 

Here is what was revealed by the July 1955 report at a time when national! 
production was breaking all-time records : 

Substantial unemployment—at least 6 percent of the labor force reported 
idle—still existed in 31 of the 149 major labor-market areas. In 12 the jobless 
rate exceeded 9 percent; in 7 it was over 12 percent. 

In addition, unemployment exceeded 6 percent in the 101 smaller labor-market 
areas in which a count was made. In some of these the jobless rate runs as 
high as 20 percent. 

Thus, in the midst of a peak production boom a substantial labor surplus 
still exists in 182 major and smaller labor-market areas. Furthermore, these 
areas are not concentrated in a few isolated sections; they exist in 32 of the 48 
States. (See table, pp. 8-9.) 


AREAS OF “CHRONIC DEPRESSION” 


Changes in the overall economic situation, within a particular industry, or 
of a purely local character, result in a constant changes in the official list of sub- 
stantial-labor-surplus areas. Some disappear, at least for a time; others are 
added. 

Yet, there are certain chronic-labor-surplus areas which never seem to drop 
off the list even at times when most of America’s industries are booming. 
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The 19 Major Chronic Labor Surplus Areas* 


LENGTH OF OFFICIAL LISTING AS UNEMPLOYMENT 
SUBSTANTIAL-LABOR- SURPLUS AREA RATE: 
may ‘52 MAY'S3 MAR'S4 MAY 1955 


Lowell, Mass. 
Providence, R. 1. 
Scranton, Pa. 
Terre Haute, Ind. 


Wilkes-Barre, Pa. 
Asheville, N.C. 
Atlantic City, NJ... 
Fall River, Mass> . . 
Durham, N.C. 
Mayaguez, P.R. 
Ponce, P. R. 

San Juan, P.R. 
Johnstown, Pa. 


Chorleston,W.Va........ 


Duluth, Minn.- 
Superior, Wis. 
Ashland, Ky. 
Wheeling, W. Va.- 
Steubenville, O. 
As ider tified by the U.S. Department of Labor. 
Listing sede 2 Not ain 
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(hut of the 132 areas identified as suffering a substantial labor surplus in July 
1955, 67 localities—almost exactly one-half—are classified by the Department 
of Labor as areas with a chronic labor surplus. Eighteen major labor-market 
ureas and forty-nine smaller ones are now in this category. (See table, p. 3, 
tor May figures.) 

According to the Secretary of Labor many of these areas not only have been 
suffering from chronic heavy unemployment—in some cases for a decade and 
longer; in addition, “for the next 1- or 2-year periods, known employment 
expansions by firms now in the area are not of sufficient size to use fully the 
urea’s present labor surplus.” * 

Thus, in 67 major and smaller areas—located in 25 States and in Puerto Rico 
persistent and substantial unemployment is not only chronic ana continues today, 
even in the midst of unparalleled national prosperity; but in addition, there is 
no foreseeable end to the depression in these communities. 

The tragedy of chronic area unemployment has many causes: the exhaustion 
of a natural resource or a falling demand for it; the decline in an entire 
industry ; lack of industrial diversification and the seasonal nature of existing 
employment; the closing of ordnance, shipyard, aircraft, or other defense facili- 
ties; the shutdown, in fact, of any dominant enterprise on which the com- 
munity has depended as a major source of jobs. 


“GHOST TOWNS'—NOT NEW 


Years ayo natural-resource depletion was the major factor causing community 
decline. The West is still dotted with ghost towns which once thrived on the 
iiining of gold, silver, copper, zinc, and iron ore, and on the exploitation of 
forests which now have disappeared. In more recent times, however, it is more 
often the dynamic pace of technological change which directly or indirectly 
causes economic dislocation in modern American communities. 

For example, the development of new fabrics and production methods has 
made older textile mills unprofitable and obsolete; in recent years they have 
closed by the score, and new ones have generally been built in the South, where 
manufacturers have been promised that wages and other production costs will 
be lower. 

In areas in which textiles have been the mainstay, particularly in New Eng- 
land, the result has often been tragic. Despite valiant community efforts to 
bring in new industries, Lawrence and Lowell, Mass., are still suffering from 
chronic unemployment, at the rate of 22.6 percent and 10.3 percent, respectively. 
According to the July 1955 report, in Providence, R. I., another depressed textile 
area, between 6 and 9 percent of the work force remains jobless. 

Substitutes for coal—like gas and oil—have cut sharply into sales, while at 
the same time increased mechanization has been reducing jobs in the mines. 
AS a consequence, persistent distress has overtaken Scranton, Wilkes-Barre, and 
Johnstown, Pa. (unemployment 14.8, 13.7, and 20.7 percent, respectively) and 
dozens of other communities in Pennsylvania, West Virginia, Kentucky, and 
southern Illinois. 

Employment in railroading has in turn been reduced as coal haulage has 
declined, the diesel has supplanted the steam engine, freight yards have become 
ore mechanized, and competition from other forms of transport has increased. 
Terre Haute, Ind. (unemployment 13.6 percent) and Altoona, Pa. (16.3 percent) 
owe their distressed status to the double impact of the decline in railroading 
and the related decline in coal. 

The 13.5 percent unemployment rate in Charleston, W. Va., reflects the loss 
of many jobs because of the closing of a naval ordnance plant, in addition to 
the effect of reduced output of coal. 

In Cumberland, Md.—an example of a smaller depressed area—almost 1 of 
every 5 workers was jobless in January 1955. In this locality the combined 
decline in coal mining, railroading, and textiles has hit the community with 
tragie force. Its largest workplace, the plant of the Celanese Corp., gave jobs 
to more than 11,000 during World War II; in January, fewer than one-third of 
that number were on the payroll. 

The plight of former textile, shoe, railroad, and coal-mining centers where 
chronic distress is now extreme is beginning to arouse wider concern. However, 
plant closings or drastic output reductions occur from time to time in almost 
every industry, and the result is just as catastrophic. 


1 Methods, Criteria, and Procedure Used in Classification of Labor Market Areas, U. 8. 
Department of Labor, July 19, 1954. 
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Technological developments constantly make old plants obsolete; new product 
demands are always arising; company consolidations and mergers affecting 
production are continuous; plants are always moving to areas considered more 
competitively advantageous. All these factors bring changes—sometimes almost 
overnight—which may produce another stranded American community. 

Follansbee, W. Va., faced this fate a few months ago until its outraged 
citizens—aided by nationwide publicity—forced the abandonment of a plan to 
dismantle its steel mill and ship it elsewhere. 

Dozens of other towns haven’t been so fortunate. 

In Iron Mountain, Mich., for example, the Ford station-wagon plant closed 
down at the end of 195i. This blow, plus the earlier loss of jobs in iron-ore 


mining, has left this smaller labor market area in a state of chronic distress 
unemployment 12.4 percent). 


FAMILIES CAN’T JUST PACK UP AND GO 


In earlier times few areas suffered the far-reaching effect of chronic unem- 
ployment which plagues us today. 

The towns of the West that declined with exhaustion of their natural resources 
tended to be small and remote. Generally the depletion occurred gradually; 
workers were able to foresee the future. Furthermore, the population had no 
deep roots in these communities; the labor force often consisted of single men 
and workers who had left their families elsewhere. 

Today the situation is entirely different. 

The chronically distressed area of 1955 is not a remote and unimportant geo- 
graphical outpost. At its center is an established community of homes, churches, 
schools, hospitals, commercial structures, waterworks, and all the other facilities 
essential to modern urban living. Over years and sometimes generations its 
citizens have invested millions of dollars to create a livable community. 

Many distressed areas are large population centers. Terre Haute, for example, 
is a city of 64,000; Lawrence, 80,000; Scranton, 125,000; Duluth-Superior, 1490,- 
000 ; Providence, 248,000. 

Today we just can’t solve the surplus labor problem of communities like these— 
and even of substantially smaller ones—by simply telling people to pack up and 
go. While young people often can be persuaded to migrate if jobs are available 
elsewhere, a mass population exodus just cannot occur. 

Strong ties of family and tradition tend to hold most residents—but particu- 
larly the middle-aged and older—to their hometowns even when job opportunities 
are declining. Furthermore, without reasonable assurance of another job some- 
where else there is little incentive to move. Homeownership, and perhaps a 
garden, assure shelter and some food. In addition, the prospect of leaving raises 
legitimate fears that unemployment insurance and public-assistance benefits 
might be lost. Sometimes, too, a member of the family still has a full- or part- 
time job which provides at least a minimum of family security that might be lost 
in a move to another locality. Almost always there is a lingering hope that 
somehow, sometime, the plant or some new enterprise will once again provide 
a job. 

This reluctance to leave one’s hometown is not peculiar to wage earners alone. 
Doctors with years of practice behind them, storekeepers, teachers, and the host 
of other professional and business people whose services have become an estab- 
lished and indispensable part of the life of every modern community, are as 
deeply rooted as the worker. In most cases they, too, neither wish to depart nor 
ean readily do so. 


MODERN COMMUNITIES NOT EXPENDABLE 


If we but consider the loss to America in goods and services which these idle 
people could create but do not and the personal incomes which their employment 
would earn, the price we pay for indifference to the problem of the chronically 
unemployed adds up to hundreds of millions. 

To this we must also add the tremendous social cost of maintaining entire areas 
in semi-idleness. In Pennsylvania, West Virginia, southern Illinois, and eastern 
Kentucky areas where the decline in coal is acutely felt, 1,300,000 men, women, 
and children were receiving federally distributed surplus food in May 1955. 
Many had long ago exhausted their unemployment compensation. Some receive 
public-assistance supplements; in many localities, however, little or no aid is 
available from the State, and local relief resources are limited or nonexistent. 

From the viewpoint of national security alone—which dictates the preservation 
and dispersal of our productive resources—America cannot tolerate the deteriora- 
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tion of existing modern communities and the wasting away of the work skills 
of the people who live in these areas. 

Surely the task of restoring our chronically depressed areas to a state of 
economic health is not a local problem or responsibility alone. All of us have 
a stake in the outcome. The cooperative teamwork of the entire Nation is 
essential if this cancerous growth is to be eliminated. 


“BOOTSTRAP” UNDERTAKINGS 


There is far more wisdom in seeking ways to prevent economically distressed 
areas from coming into being than in concentrating solely on finding cures after 
community blight has set in. Prevention must be the major part of an attack on 
this economic disease; relief should have to be sought only occasionally—when 
the circumstances make it unavoidable. 

Unfortunately, action generally is taken only after persistent and substantial 
unemployment has reached a critical stage; usually it is only then that the diffi- 
cult and often heart-rending search for remedies begins. Besides, most of the 
load has been falling on the afflicted: communities already financially distressed 
and often dispirited. Yet these same communities have virtually been trying to 
lift themselves up by their own bootstraps in a brave uphill fight for economic 
survival. 

Most often after an area’s major industry has already slowed down or shut 
down entirely, some form of communitywide economic development project is 
inaugurated in a belated effort to create new jobs. Generally the initiative comes 
from the mayor or a group of leading local citizens. 

Case histories of several dozens of these local development projects are re- 
corded, particularly those of distressed textile and coal-mining areas. 

In Lawrence, for example, 18,000 out of 28,000 textile jobs remaining after 
World War II were lost by 1954. In 1950 the mayor set up a citizens industrial 
committee, and in 1952 a director was hired to canvas prospective new industries. 
The use of $50,000 a year from public funds for promotional purposes was au- 
thorized. Later, $150,000 was raised from public and private sources to provide 
credit, build new plants, and reconvert old ones in behalf of prospective new 
employers. 

A few miles away the city of Lowell, also a depressed textile town, has 
formed a capital development and industrial commission and appropriated 
$40,000 a year from tax funds for its work. In addition, $120,000 has been sub- 
scribed by local businessmen to establish a 110-acre industrial park and build a 
modern factory building on it. 

In Nashua, N. H., when the Textron Co. closed its mill in 1948 and 3,600 workers 
were scheduled to lose their jobs, an industrial committee was formed by a 
sroup of local businessmen to purchase the mill and lease space within it to new 
enterprises. 

In the Scranton area jobs in anthracite-mining have fallen off from about 40,000 
in 1930 to about 9,000 today. Following World War II the Scranton plan was 
inaugurated in an effort to achieve an industrial comeback. More than $1 million 
was raised locally to buy a modern surplus war plant from the Federal Govern- 
ment, and it was then leased to a household-appliance manufacturer. Business, 
labor, and community leaders then raised another $500,000 for the purpose of 
building plants for new industries and to expand existing ones. 

In Pottsvill, Pa——another depressed mining area—an industrial development 
corporation was set up in 1952, and it raised $462,000 through local contributions 
for the construction of new industrial buildings. In neighboring Mauch Chunk 
a nickle-a-week plan, based on contributions of 5 cents each week for 5 years 
from all of the 6,000 inhabitants of the community, seeks to raise funds to attract 
new enterprises. 


Wilkes-Barre, Pa., in 1952 raised $700,000 for its Operation Jobs following an 
earlier fund-raising campaign. 

Altoona, Pa., was faced with the threat of a major job loss in 1945 when the 
Pennsylvania Railroad, its only large employer, began to replace steam engines 
with diesels. In 1946 Altoona Enterprises was set up, and more than $1 million 
has been raised for the construction of new plants. 
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FUND-RAISING-——-ONLY A PARTIAL ANSWER 


Although all of these local bootstrap operations—and a score of others—have 
succeeded in raising some funds from the citizens of the afflicted areas, few of the 
community-development projects have come close to achieving their employment 
goals. 

In addition to the formidable task of fund raising in order to finance the effort 
to entice new employers into the community, there is a host of other problems 
which must be surmounted. 

In the first place, a substantial period of time usually elapses between the onset 
of unemployment and the creation of new and permanent jobs. Therefore, a 
major problem is to provide either temporary work for those who have been 
displaced or support for jobless families, particularly after they have exhausted 
their unemployment-compensation benefits. 

Furthermore, the problem of attracting new enterprises into a community is 
far more difficult and complex than is often visualized. 

The mere fact that a substantial labor surplus is available and that a coopera- 
tive group of citizens is willing to help finance new enterprises generally is not 
enough to attract them. There are many additional factors which interest 
prospective employers : 

Does the area meet the needs of a particular enterprise with respect to the 
proximity of raw materials? Is a market for its products elose at hand? Are 
adequate railroads and railroad sidings, truck routes, or waterways available to 
transport goods in and out of the area? Are power resources abundant and 
reasonably priced? Does the locality provide sufficient water and sewerage fa- 
cilities to meet industrial needs? Is the community an attractive place in which 
to live? 

These are only some of the more important considerations—in addition to 
the availability of labor and the financial aids which may be volunteered by 
the community—which affect the decisions of businessmen when they weigh 
plant-location alternatives. 

Finally, when substitute sources of employment are ultimately drawn into 
the area, a further question arises: Do the newly created jobs fit the qualifications 
and employment needs of the originally displaced workers with respect to age, 
sex, rates of pay, and the utilization of existing skills? Or do the new employ- 
ment opportunities largely pass them by? 


OUTSIDE AID—LIMITED 


Clearly, even though an industrial development corporation may be able to 
accumulate a substantial sum to help finance new plants—and this is by no 
means easy in a distressed area—the community has many other problems to 
solve and obstacles to hurdle. 

If transportation, power, and other industrial facilities are inadequate, it is 
hardly within the means of the local development group to improve them unaided. 
Furthermore, local citizens generally haven’t enough experience to accumulate 
all the necessary technical information about area resources, about market po- 
tentialities, and about industries and companies throughout the country that are 
currently expanding and might be persuaded to locate in the vicinity. 

While outside aid to assist depressed areas to meet these needs is clearly 
required, it has been far too slow in developing. 

In a few States the Department of Commerce or another State agency provides 
liimted technical assistance. At the Federal level a small unit of the United 
States Department of Commerce called the Area Development Division, gives 
some aid to local depressed areas through the distribution of informational 
bulletins and by making occasional field investigations. 

The Office of Defense Mobilization of the Federal Government, on the other 
hand, has initiated two important forms of aid which, if substantially broadened, 
ean do much to help chronically distressed areas. 

The first encourages defense industries to build or expand their plants in 
substantial labor surplus areas by granting special fast tax-writeoff allowances 
on capital invested in these communities. The second directs the Defense De- 
partment to place military procurement contracts in areas of substantial labor 
surplus areas, provided the cost is comparable to that of Federal contracts 
which are placed elsewhere for siimlar items. 
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Finally, the Federal Government, as we have seen, has recently begun to dis 
tribute Government-owned surplus food to the unemployed in chronically dis 
tressed areas when a local request is made. While this assistance is often 
critically needed, it is far from adequate to meet the basic needs of hundreds 
of thousands of Americans in distressed areas who have exhausted their unem 


ployment compensation or for whom local relief is now insufficient or nonexistent. 


BALLYHOO—-NO ANSWER 


Eighteen months ago* Barron's, a business magazine, took a quick look at 
several of the industrial-development corporations located primarily in New 
England and concluded that there just needn't be any depressed areas “if men 
take action for themselves.” The magazine went on to reveal its prejudice against 
Federal aid by claiming—totally without justification—that “when the Federal! 
Government has intervened, it has just messed things up.” 

Between 1952 and 1954 Time magazine also gave its readers several cheerful 
reports on the Yankee renaissance in Nashua, in Lawrence, and elsewhere in 
New England. When challenged about some of its facts and conclusions, 
Time answered that its research had been completely confirmed by the Lawrence 
Chamber of Commerce, an organization that would naturally tend to view the 
local scene through rose-colored glasses. 

It is obviously desirable that the citizens in distressed areas make even more 
intense efforts themselves toward reviving their economies: the drive for com 
munity rehabilitation surely must begin at home. But the national programs 
which are necessary to supplement local ones are not likely to gain public under 
standing or support when newspapers or magazines or overzealous local boosters 
no matter how well intentioned—lead the public to believe that the chronic 
unemployment problem has practically been solved. 

Official statistics and impartial studies show that this problem is far from 
being solved. 

Despite the nationwide industrial expansion of the last 15 years, and notwith 
standing valiant local efforts to stage a comeback, Lawrence, Lowell, Scranton, 
Pottsville, Wilkes-Barre, and Altoona, all continue to suffer extreme unemploy 
ment, ranging from 13.7 to 22.6 percent. Even in the midst of America’s greatest 
production boom, these distressed areas and 60 others are failing to attract 
enough new enterprises—with or without whatever State and Federal aid is 
currently available—to alleviate their chronic unemployment. 

Too often, even when a substantial number of new jobs are created, they are 
still too few and do not nm cessarily fulfill the job needs of the displaced workers 

Recently a comprehensive study of unemployed textile workers in New Eng 
land—primarily in the Lawrence, Lowell, Fall River, and New Bedford areas 
came up with some startling findings. 

While an intense local campaign has brought new jobs into all of these com 
munities and various growth industries have helped broaden the industrial base, 
the study concludes that: ‘ 

“Fewer than half of the displaced [textile] workers were reemployed. And 
two-thirds of those who found jobs were earning less; in some cases the decline 
in wages was substantial.” 

The plight of the older workers—whose earlier displacement has already 
brought on the irretrievable loss of valuable seniority, vacation, and pension 
rights—is particularly tragic. According to the study: 

“Although not all the younger workers had found jobs, those under 40 were 
relatively more successful than those past this age. Many of those between 
the ages of 40 and 65 felt they were being prematurely forced out of the labor 
market.” 

Many displaced textile workers contacted in the survey “had been continu- 
ously unemployed since their initial layoff, and in some cases this took place 
2 years or more before our survey. Instead of employing displaced textile 
workers in large numbers, it appears that growth industries are employing new 
entrants into the labor force.” 


2 January 11, 1954. 


8 Inter-Industry Labor Mobility, by William Miernyk, published by Northeastern Uni- 
versity, Boston, Mass. 
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The 132 Areas in 32 States in Which . 


31 MAJOR AREAS’ 


19 


Areas With 


Unemployment 


7 


% to 9% 


Areas With 


Unemployment 


12% and Ove: 


STATE 
California 
Indiana 
Massachusetts 


Minnesota-Wisconsin __ 


New Jersey 
New York 
North Carolina 
Oregon 
Pennsylvania 
Puerto Rico 
Rhode Island 
Tennessee 
Washington 
West Virginia- 
Kentucky 


Massachusetts 
Pennsylvania 


Puerto Rico 
West Virginia 


as reported in July 1955 


Atlantic City, Paterson 
Utica-Rome | 
Asheville, Durham 


-Portland 


Philadelphia, Pittsburgh, Reading 


San Juan 
Providence 


Chattanooga, Knoxville 
Tacoma 


Huntington-Ashland 


.. Lawrence 
_.Altoona, Johnstown, Scranton, Wilkes-Barre— 
Hazleton 


..Mayaguez 
Charleston 


Note: The 67 areas in bold face are officially identified as “Chronic Labor Surplus Areas” by the U. S. Depart- 
ment of Labor. For definition see page 50. 


* Out of 149 major areas. For definition of a major area see page 50. 


2In its July report the Department of Labor did not show the degree of unemployment over 6% for smaller 


areas. 


‘Although unemploymen 


In some cases, however, it exceeds 20%. 


t was in excess of 12% in these areas, favorable employment outlook at the latest 


survey placed them in the 9-12% classification, under Department of Labor criteria. 
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. a Substantial Labor Surplus Exists 


UNEMPLOYMENT OF 6 


AND PIT | 


U. S. Department of Labor 


101 SMALLER AREAS 


STATE 
Alabama 
Arkansas 


Georgia 


Maine 
Maryland 
Massachusetts 
Michigan 
Mississippi 
Missouri 

New Jersey 
New York 


North Carolina 
Ohio 
Oklahoma . 
Pennsylvania 


South Carolina 
Tennessee 
Texas 


Vermont . 
Virginia 


West Virginia 


Wisconsin 


with unemployment of 6% and over * 


AREA 
Alexander City, Anniston, Decatur, Florence-Sheffield, Jasper, Talladega 
Fort Smith 
Bristol, Danielson, Torrington 
Cedartown-Rockmart, Cordele 


. Herrin-Murphysboro-West Frankfort, Litchfield, Mount Car- 
mel-Olney, Mount Vernon 


Michigan City-Laporte, Muncie, Vincennes 
Burlington 
Pittsburg 


Corbin, Frankfort, Hazard, Henderson, Madisonville, Middlesboro-Harian, 
Morehead-Grayson, Owensboro, Paintsville-Prestonsburg, Pikeville-Wil- 
liamson 


Biddleford-Sanford 

Cumberland 

Fitchburg, Milford, Southbridge-Webster 
Escanaba, Iron Mountain, Marquette 
Greenville 

Joplin 

Bridgeton, Long Branch 


Amsterdam, Auburn, Gloversville, Hudson, Olean-Salamanca, Oswego- 
Fulton 


Fayetteville, Kinston, Rocky Mount, Shelby-Kings Mountain, Waynesville 


Athens-Logan-Nelsonville, Cambridge, Marietta, New Philadelphia-Dover, 
Springfield, Zanesville 


. McAlester, Muskogee 


eee Deees Clearfield-DuBois, Indiana, Kittanning-Ford 

City, Lewistown, k Haven, Meadville, New Castle, Oil City-Franklin- 
Titusville, Pottsville, Sunbury-Shamokin-Mt. Carmel, Uniontown-Con- 
nelisville, Williamsport, St. Marys 

Marion-Dillon, Walterboro 


Bristol-Johnson City-Kingsport, LaFollette—Jellico-Tazewell, Newport 


.... Texarkana 
..Burlington, Springfield 


7 a Covington-Clifton Forge, Radford-Pulaski, 
lands-Blue’ 


Beckley, Bluefield, Clarksburg, Fairmont, Logan, Morgantown, Parkers- 
burg, Point Pleasant-Gallipolis, Ronceverte-White Sulphur Springs, 
Welch 


La Crosse 


Even in Nashua, New Hampshire, where the Yankee Renaissance has been 
achieved, according to Time magazine, the new companies lured into the com- 
munity are paying as little as 80 cents an hour—65 cents less than the ares’s 
average textile rate of $1.45. Furthermore, “They have little interest in hiring 
textile workers who used to work in the same plant before Textron killed it,” 
maintained the textile workers union representative in the area. 

The difficulties of former textile workers in readjusting to new employment 
also confront displaced coal miners, railroad workers, and many other former 
employees of industries which have closed down and left a stranded community 
behind them. Clearly, it isn’t enough for the local development leaders merely 
to assume that if new jobs can be created, job placement will automatically take 
care of itself. Displaced workers must be retrained if they are to obtain em 
ployment in new enterprises, and at wages reasonably comparable to those 
they have enjoyed before. 
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INEVITABLY—A NATIONAL PROBLEM 


More and more Americans are beginning to realize that chronic unemploy- 
ment is a problem that necessarily calls for effective teamwork—local, State 
and Federal. 

Once economic distress has set in, the initial effort to find a cure must begin, 
of course, at the local level. But-in addition, outside technical assistance is 
needed to help study the locality’s resource potential, to assist in improving 
its industrial and other community facilities, and to help find and finance 
expanding enterprises that might be encouraged to utilize the assets of the area. 
Assistance, too, is critically needed to provide temporary employment or ade- 
quate relief for distressed families while the drive to create new, permanent 
jobs is underway. Finally, aid must be forthcoming to help retrain displaced 
workers so they can be prepared for employment in the new enterprises. 

Back in 1952 Candidate Eisenhower gave voice to his awareness of Federal 
responsibility toward distressed areas when he told the people of Lawrence that 
after his election “You will have a friendly Government interested in these 
things.’ He urged that a committee of Lawrence citizens “come to my office 
directly” after the Republican victory, and he assured his listeners that such a 
delegation “will never have to meet with some third-rate clerk in a back room.” 

Unfortunately, no significant progress in the relief of distressed areas has 
been accomplished since the new administartion has taken over. On the con- 
trary, the situation is somewhat worse. In Lawrence, where 20.9 percent of 
labor force was reported idle in January 1953, 22.9 percent was out of work 
in May 1955, as we have seen. For the Nation as a whole, 18 major and 19 
smaller labor-market areas were reported in January 1953, to be areas of 
substantial labor surplus. In July 1955, it should be recalled, areas so classified 
numbered 31 and 101, respectively. 

Last March the Joint Congressional Committee on the Economic Report 
unanimously declared : “We are very concerned with distressed conditions which 
persist in certain industries and regions even in an expanding economy * * *. 
The Federal Government should recognize its responsibility.” It then recom- 
mended action to alleviate chronic unemployment through public works, con- 
struction loans, technical assistance, area development programs, changes in 
the unemployment-compensation system, worker retaining, and research to dis- 
cover new products and processes. 

During the course of the 84th Congress several Representatives have intro- 
duced bills which seek by various means to aid our chronically distressed areas. 
Yet as of this time no comprehensive legislation to attack broadly the evil of 
community decay has been presented to the Congress by the Republican adminis- 
tration. 

Almost 10 years ago Congress declared, in the preamble of the Employment 
Act of 1946: “It is the continuing policy and responsibility of the Federal Gov- 
ernment * * * with the assistance and cooperation of industry, agriculture, labor, 
and State and local governments, to coordinate and utilize all of its plans, func- 
tions, and resources for the purpose of creating and maintaining * * * maximum 
employment.” 

In seeking to achieve this objective, surely the Federal Government must 
recognize and deal with unemployment as a local and not merely as a national 
problem. 

A MINIMUM FEDERAL PROGRAM 


If all existing Federal functions and resources were effectively utilized 
for the relief of distressed areas; if 2 or 3 additional constructive forms of aid 
were developed; and if this total Federal effort were then closely coordinated 
with the efforts of the States and local communities, a truly effective attack on 
chronic unemployment would be underway. 

Here in brief is the minimum program which the Federal Government should 
now undertake: 

Coordinated administration.—A single agency in Washington—such as a Fed- 
eral Community Development Authority—should be set up and charged with 
directing and coordinating all aid to distressed areas at the Federal level. Its 
Administrator should chair an Interagency Advisory Committee on which all 
agencies of the Federal Government responsible for contributing to the aid of dis- 
tressed areas were represented. He should also meet with a public advisory com- 
mittee—to include representatives of labor, industry, and State and local govern- 
ments—to which reports on progress and special problems should frequently be 
made. 
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Technical assistance.—Substantially increased Federal aid should be made 
available to local and State community-development committees—on which 
labor should of course be represented—that deal with distressed-area problems. 
They should be helped to assess the industrial resources of their localities, make 
market surveys, and determine needs for industrial and community facilities; 
they should be provided with advice about methods of financing ; and they should 
be given aid in identifying the types of expanding enterprise that might be drawn 
into the afflicted areas. 

All the appropriate agencies of the Federal Government should be utilized, 
furthermore, to promote research to discover new products and processes that 
may aid in the economic rehabilitation of distressed areas. 

Public works.—If the construction of urgently needed public facilities could be 
accelerated in distressed areas, the dual purpose of making these areas more 
attractive to new enterprises and at the same time providing at least temp@rary 
jobs for the unemployed would be served. 

Priority should immediately be given to distressed localities in the allocation 
of construction contracts which are financed either wholly or in part by the Fed- 
eral Government. These include such projects as highways, hospitals, bridges, 
Federal buildings, ordnance plants and supply depots, river and harbor in- 
provements, slum clearance, and similar federally supported undertakings. 

A recent Commerce Department survey reveals the urgent need for a $200- 
billion investment over the next 10 years by the States and by local governments 
to provide critically needed schools, roads, water and sewerage facilities, and 
other public works. Federal assistance should be given to expedite this State 
and local construction in distressed areas by granting Federal loans to appropri- 
ate public bodies when local and State financing at reasonable rates is not other- 
wise available. In cases of extreme hardship direct Federal grants should be 
provided. 

Loans to private investors.—For many years the Federal Government. has 
been aiding homeowners, small-business enterprises, and many other groups 
through direct or Government-insured loans when such assistance was deemed 
necessary in the national interest. 

Loans should now be extended to private investors who build factories or 
other facilities or expand existing ones in areas of chronic unemployment. 
These loans should be granted when adequate financing is not otherwise avail- 
able on reasonable terms, and they should be allowed for up to 40 years and be 
extended to cover as much as two-thirds of construction costs. 

These Federal loans must not be granted, however, to uny enterprise that 
simply would be moving from a presently depressed area or whose removal 
would create one. : 

Fast tag writeoffs.—Businessmen who build plants or expand facilities in dis- 
tressed areas should receive accelerated tux-amortization benefits, even when 
this investment is not for national-defense purposes. 

Procurement.—All departments and agencies of the Federal Government—in 
addition to the Defense Department—engaged in buying supplies and services 
should be required to make a maximum effort to place contracts in areas of sub- 
stantial and persistent unemployment, and compliance with this order should be 
strictly enforced. 

In addition, production in Government-owned facilities in these areas—such as 
in ordnance plants and shipyards—should be maintained at the highest possible 
level consistent with defense requirements. 

Training and transportation.—Funds should be made available to appropriate 
Federal, State, and local agencies to finance special retraining programs for the 
unemployed in distressed communities. In addition, when no job is available 
for a displaced worker within the labor-market area but suitable employment, 
acceptable to him, can be obtained outside it, funds should also be provided to 
assist the worker to meet the cost of transporting his dependents and his house- 
hold effects. These special training and transportation services in behalf of 
workers in distressed areas should be financed by funds from the Federal unem- 
ployment account, which are accumuiated from contributions from employers. 

Unemployment compensation.—The amount and duration of benefits are inade- 
quate under all State programs, and a lederal minimum standard, at leust, 
should be enacted immediately. In addition, jobless workers in distressed areas 
should be granted supplementary beneiits for an extended period beyond the 
duration of their regular benefit. 

Pensions.—The Federal pension system should be modified in a manner that 
would make it possible for displaced older workers to obtain benefits before the 
age of 65. 
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Just before Congress left Washington for its summer recess, Senator Douglas 
of Illinois—who serves as chairman of the Joint Congressional Committee on 
the Economic Report—introduced a comprehensive bill (S. 2668) entitled “The 
Depressed Areas Act.” Many of the proposals listed above are supported in 
detail in this proposed legislation, which is being cosponsored by Senators 
Humphrey, Kefauver, Kilgore, McNamara, Murray, and Neely. 

Hearings on S. 2663 before the Senate Committee on Labor and Public Wel- 
fare should be scheduled immediately. They will provide a long-needed public 
forum at which every constructive proposal to alleviate local economic distress 
ean be brought forth and analyzed. Then, when Congress reconvenes in Jann- 
ary, legislation could be ready for enactment. 


AN EXPANDING ECONOMY ESSENTIAL 


If the American economy as a whole slips backward or even fails to expand 
steadily, the numbers of labor-surplus areas and those that are chronically 
depressed will rise. In this unfortunate event the local community approach 
to the problem of unemployment would become almost futile. Distress would 
increasingly assume a nationwide proportion. 

But even in a constantly expanding economy—the kind we must have if full 
employment on the whole is to be achieved——sole reliance on finding a cure for 
local distress is not enough. An aggressive effort must also be directed toward 
preventing the emergence of new areas of persistent and substantial unemploy- 
ment. 

Neither the elimination of all causes nor a successful cure in all cases can be 
hoped for. Mines must shut down when resources are exhausted; and, in our 
dynamie society, some plants will inevitably close for technological reasons, 
while others will move closer to raw-material sources and market outlets. And, 
occasionally, little can be done to rehabilitate an isolated community. 

Yet, in many instances, local distress could have been averted, and there is 
much that can be done to prevent new areas of chronic unemployment from 
emerging in the future. 

In the first place, steps must be taken to end factory pirating—a practice 
which exploits both the community which is forsaken and the one that has 
found itself a “benefactor.” It is not being argued that the right of business to 
move at will should be abridged. But the runaway shop abuses this freedom. 

In recent years, for example, hundreds of companies in the textile, shoe, 
hosiery, clothing, and other industries, have abandoned established communities, 
not alone because of raw material, market, or technological factors, but more 
often to obtain competitive advantages elsewhere which are socially evil. 

The prospective advantage of paying sweatshop wages and minimum welfare 
benefits is the prime incentive for this kind of plant relocation. Low-benefit 
levels under State unemployment insurance and workmen's compensation laws, 
and a local community dedicated to keeping unions out, are major inducements 
to the industrial runaway. 

Sometimes even new plants are built for these operators from the proceeds 
of the sale of public bonds, the interest on which is exempt from Federal taxes: 
thereby the cost is shifted to all Americans. In addition, these runaway ar- 
rivals often obtain exemption from local taxes, so that the cost of the public 
services they enjoy becomes in effect a subsidy from others. 

Just as these sweatshop operators are indiffererft to the huge social costs they 
intlict on the distressed communities they leave behind them, so too do they 
exploit the misguided hospitality of the community which lures them. 

But even worse, the hidden subsidies these runaways extract from workers 
and taxpayers alike provide a business advantage which threatens every decent 
competitor, his workers, and the community in which he carries on his enter- 
prise. 


FAIR COMPETITION NEEDED 


Is it not time that this abuse of “freedom” as it applies to our free-enterprise 
system be ended? It can be, if Congress takes effective action. 

Federal tax laws must be amended. Minimum Federal stanaards for un- 
employment and workmen's compensation must be enacted. The antiunion 
States-rights provisions of the Taft-Hartley law must be scrapped. The out- 
rageous Fulbright amendment to the Public Contracts Act must be repealed. 

Actually, when Congress recently raised the Federal minimum wage, it is not 
only recognized the need for higher family income, but by helping to elevate the 
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national standard of fair competition, it look effective action to deter the creation 
of néw depressed areas in the future. 

Further courageous Congressional action is needed to check plant piracy and 
the community blight which it brings about. 

But, in addition, American business leaders themselves will have to develop 
a greater sense of responsibility toward the communities in which they operate. 

The decision to close obsolete plants and open new ones is rightly a manage- 
ment prerogative. Furthermore, technological change is basic to our national 
welfare—if it is geared, that is, to human and community needs as well as to 
the profit motive. 

Unfortunately, the record of the past is not a commendable one. Some of our 
largest corporations have left a trail of human misery and community distress 
behind them by deserting localities which had served them well for many years. 

Recall what happened in Cumberland when the Celanese Corp. (Dupont- 
owned) reduced employment by two-thirds; in Iron Mountain, Mich., when 
Ford closed down; in Altoona, when the Pennsylvania Railroad switched to 
diesels. P 

Similarly, Schenectady, N. Y., and Erie, Pa., have suffered the loss of thou- 
sands of jobs in the plants of General Electric, even while this company was 
expanding its operations elsewhere. Auburn, N. Y., has suffered the same 
way by the action of International Harvester, while jobs have melted away at 
New Kensington, Pa., at what had long been known as the home plant of the 
Aluminum Company of America. Cambridge, Ohio, and New Castle, Pa., even 
today have not fully recovered from the impact of the shutdowns of the United 
States Steel Corp. which took place over 15 years ago. 

This is but a random list; no record is kept—not even by the Labor Depart- 
ment’s special Pureau of Employment Security. Yet in each one of these cases 
the company action begets still one more area of substantial and often chronic 
unemployment, And even in July 1955, as the Nation was reaching a new all- 
time production peak, every one of the communities mentioned above could be 
found on the substantial-labor-surplus list. 


MANAGEMENT MUST LEAD 


Surely American business—whether large or small—-can no longer be allowed 
to ignore its community responsibility. 
Today every corporation board of directors must fulfill a public trust as well 


as a private one; the effect of every action on the community welfare must 
now be carefully weighed. 
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Could not a new plant or expanded operation be profitably located where_one 
has heretofore existed, instead of moving to another locality, so that at Teast 
the present labor force can continue to be employed? Too often, the record 
shows, the local problem is hardly considered, if at all. 

If the shutdown is unavoidable, then, is proper action taken to alleviate the 
effect upon individual workers and the community? Are the workers and 
community informed well in advance? Are employees retrained, if necessary, 
and given an opportunity to work in the new or an existing operation of the 
company ? 

Even if all of this is done, there are still other responsibilities to workers who 
remain behind and to the other citizens of what could soon become another 
depressed area. More important than any other concern, does the outgoing 
corporation make a maximum effort to obtain a suitable replacement for itself? 

In the future, indifference to these problems will be even more costly to America 
than it is today or has been in the past. The development of automation and the 
impending widespread use of atomic power are already heralded as the coming 
second industrial revolution. In all kinds of enterprise the obsolescence of exist- 
ing machines and factories is expected to increase rapidly. 

These changes—and they are already underway—compound the threat to both 
older workers and many of the communities in which they live. Management is 
already showing a desire to place young and new employees in their automated 
plants instead of reemploying those who have been displaced by new machines. 
At the same time, a rapid increase in new plant construction in response to the 
new technology threatens an acceleration of company departures from old, estab- 
lished communities which have become dependent on them. 

While some business leaders show a commendable concern over the problem 
of distressed areas, now is the time, more than ever before, for American man- 
agement as a whole to restrain itself out of consideration for community needs. 
And in arousing this new sense of public dedication, surely the giants of Ameri- 
can industry should lead the way. 

Our 500 largest corporations employ 44 percent of all the workers and own 56 
percent of all the assets in manufacturing and mining, according to Fortune 
magazine. 

They themselves can do much to prevent the emergence of new distressed areas, 
since they account for half of all industrial activity in the United States. And 
by their example they can do much to awaken the remaining half to an awareness 
of their public responsibility. 


Mr. Lane. Mr. Chairman and members of the committee, I appear 
before you as a veteran in a struggle to secure Federal recognition of 
and Federal assistance for the problem of chronic labor-surplus areas 
that persist in spite of a high level of national prosperity. 

You have heard that many times here this morning, and we in New 
England have had frontline experience with this distressing problem 
in several areas and over a number of years. The cures that have been 
tried so far have been spasmodic and incomplete. The patients have 
shown slight improvement, but they have not been restored to economic 
health, and as a result, Mr. Chairman and members of the committee, 
I take this opportunity to appeal to President Eisenhower for his 
endorsement of a Federal program of Federal loans to assist chronic 
labor-surplus areas in building small but efficient plants to attract 
growth industries in his state of the Union message to the Congress 
and to the people of the United States. 

In my statement to your committee, Mr. Chairman, I want to empha- 
size the merits of such a program. The needs are obvious, and since 
1949, when I first introduced a bill to give priority to distressed areas 
and the awards of procurement contracts by the Federal Government, 
I have done everything within my limited power to draw attention to 
this serious problem. 

The first objective was to rouse the National Government to a 
recognition of its share of the responsibility in facing and effectively 
dealing with this problem. I think that recognition is at hand, and 
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now we must consider the proposal of Federal help that will assist 
the affected areas to provide Jobs for the unemployed. 

At the outset, we must burn some of our bridges behind us, because 
the solutions are to be found ahead and not behind, and that has been 
repeated here several times this morning, Mr. Chairman. 

Insofar as textile and mining communities are concerned, their loss 
of shrunken industries cannot be retrieved and it would serve no 
purpose to think of restoring the past, even if that could be done. 

These communities need new industries. They cannot attract new 
industries with ancient factories or mines that have been bypassed by 
technological progress. The experience of these communities is that 
only second- or third-class industries hoping perhaps to exploit the 
labor surplus by paying the bare minimum wage are attracted by the 
low rents or leases for obsolete plants will ever fill the void left when 
basic industries failed or moved away. 

So, for that reason, I favor the major provisions of S. 2663, because 
they are similar to those incorporated in H. R. 9137, which I introduced 
in the House on May 13, 1954, and which I reintroduced on January 
5, 1955. 

It is obvious that private capital alone will not do the job that is 
required. Faced with a new and urgent necessity, we must devise new 
instrumentalities. This is a community problem, and to meet it, local 
industrial development committees have been authorized by the re- 
spective State governments with little in the way of precedent to 
guide them. 

These local bodies have done the best they could, but it has been 
difficult, yes, Mr. Chairman, very difficult, for them to raise the neces- 
sary capital through ordinary channels that are steeped in con- 
servatism. 

To give them encouragement and incentive, and in line with the 
pioneering spirit that enabled our ancestors to discover or create 
the solutions to new problems, we propose that the Federal Govern- 
ment shall make loans to them for the purpose of building a new in- 
dustrial base for the economic life of labor surplus areas, not in the 
form of a grant or a handoyt, but on a Federal-community shared 
basis that will pay back the original investment, with local groups 
raising part of the money required for the construction of new indus- 
trial buildings. 

In the few instances where local citizens have managed to raise funds 
to build a small new plant, industry has been attracted by their faith; 
yes, and their initiative. For instance, in Lowell, Mass., the first such 
plant was immediately occupied by a large industry with national 
stature and a very promising future. Many communities, however, 
don’t have the internal resources for such initiative self-help, and 
even in that city of Lowell, Mass., that I have mentioned, in spite of its 
fine initiative, they would find themselves limited in extending its pro- 
gram of economic recovery without Federal encouragement and capital 
assistance. 

So, I reiterate my confident belief that legislation on this subject, 
Mr. Chairman and members of the committee, because it would pro- 
vide practical help on a sound basis and because it would provide 
the greater extent that comes from economic teamwork is the only 
method by which we can help labor surplus areas to help themselves. 

The virtue of this bill is that it will provide capital where none is 
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available under traditional financing. The small functional plants 
to be built under conditions and pent heshions contained in this legis- 
lation will be leased or sold to private industry, and I cannot see how 
anyone can object to this legislation that is not a subsidy, but a self- 
liquidating method for Jabor surplus areas to create new jobs that 
will, in turn, restore the economic health of ailing communities and 
make our prosperity truly national. 

In my book, Mr. Chairman and members of the committee, it is 
consistent with the ability and the responsibility of the Federal Gov- 
ernment in helping people do what they cannot do for themselves, in 
partnership with them, until the problem is solved. In a thoroughly 
democratic manner, that enables communities to overcome this serious 
challenge to their well-being. So that S. 2663 could and should be— 
and I endorse the remarks of the previous speakers—one of the out- 
standing legislative achievements of this session of the Congress. 

Senator Doveias. Thank you very much. 

Senator KenNnepy. I just wanted to congratulate Congressman Lane. 
Is it your feeling that the present programs now in existence have 
not been of help to you in Lawrence? 

Mr. Lane. I am satisfied, Senator Kennedy, that the present pro- 
grams have availed us little or nothing. There is some remarkable 
improvement, as far as Lawrence, Mass., is concerned, and I have 
the latest figures here from the Department of Labor, which is proof 
of it, but it is more or less because of the fact that many of those 
people have gone elsewhere for jobs. They have gone to other com- 
munities. 

They have gone as far as your home city of Boston to work, and 
they have gone to Hartford, Conn., and other places to find employ- 
ment, and many of them, of course, that were on the unemployment 
lists are now taking their benefits, such as old-age benefits and social 
security and other benefits that they may be entitled to that they 
perhaps never would have sought or never would have looked for, such 
as those veterans of World War I who are now looking for those small 
benefits that inure to them from the Veterans’ Administration, that 
they perhaps never would have been interested in if there was em- 
ployment for them at the present time. 

Senator Kennepy. The local development groups have done a tre- 
mendous job. It has really been their doing, rather than the Federal 
Government’s assistance, that has brought improvement. 

Mr. Lane. The local industry committee, the mayor, and the local 
pranmaes there, have, as you say, done a remarkable job. They 

ave brought in some new industries, and they have gone here and 
there to interest concerns to locate in Lawrence, and there has been 
some improvement in that direction, also, because of the fact that 
the local industrial commission and the government there, especially 
the mayor and the members of the city government, have worked 
long and seriously over a great deal of this time to interest industries 
to locate in our area. 

Even though they are locating in some of the factories that are 
obsolete, nevertheless we are obtaining some of them, and of course, 
it is making inroads on the unemployment roles. There is no doubt 


about it, and we are in much better position at the present time than 
we were sometime ago. 
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However, we are still in that category of one of the most serious labor 
surplus areas in the country, together with some of those areas in the 
district represented by the Senator from West Virginia. 

Senator Kennepy. Since the President’s program that is now in 
effect for channeling defense contracts has given such scant relief, how 
do you feel about the bid matching being put in this bill? It was 
thrown out in 1953. 

Mr. Lang. I heard the Senator speaking here this morning and it 
refreshed my memory on the success we did have with the program 
back some years ago, and I think that that would be a very worthwhile 
amendment to this bill, because it would help some of those small 
industries that we have there now that are struggling for existence 
perhaps to bid on some of these contracts and to get some work for the 
people in that area. 

Senator Kennepy. Thank you. 

Senator Gotpwater. I have just a few qeustions, Mr. Chairman. 

een Lane, is this problem in New England a relatively new 
one 

Mr. Lane. No; we have had it now since back in 1949. 

Senator Gotpwater. Immediately after the war ? 

Mr. Lane. Yes; immediately after the war. Of course, during the 
war everything was bustling. All the textile work done in the defense 
work. We had thousands of people employed in those factories, but 
as soon as the letdown came along, of course, the textile industry 
closed up or moved away, and there was no work for the other indus- 
tries, and, of course, this depression came along and we have had it ever 
since. It has been a chronic, serious situation, and we have in our city 
of Lawrence, Mass., I think, been about No. 1 on the hit parade as 
far as distress is concerned, although we don’t like to use the word 
“distress.” 

Perhaps it might be better to say “labor surplus area.” A high 
percentage of our labor force is unemployed. 

Senator Gorpwarer. Has there ever been a program that has effec- 
tively attacked this program in New England ? 

Mr. Lane. Up to the present time, I can’t say that any of our pro- 
grams have ever helped to‘any extent, as far as my home city of 
Lawrence is concerned, ; 

We had our trouble with the channeling of orders into the textile 
industry. We had a lot of opposition from other sections of the coun- 
try, and we didn’t fare very well as far as that program was concerned, 
and none of the other programs have inured to our benefit. As I have 
stated to Senator Kennedy, the local people there have been trying to 
lift themselves up by their bootstraps and have been trying to encour- 
age new industries to locate there. 

Local people have gone elsewhere to look for work, which, of course, 
takes them off the unemployed rolls. 

Senator Gotpwarter. I have no other questions, Mr. Chairman, but 

[ did want to comment early in these hearings about the suggestions 
that have been made by the Senator from Massachusetts regarding the 
bid matching. The Senator and I have discussed this several times 
informally. That is a knife that cuts in two directions. When we 
allow suecessful bidders in other parts of the country to have their bids 
matched, it creates unemployment areas in other parts of the country. 
I refer specifically to a parachute firm in my own town employing 
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250 people that lost 3 straight Air Force contracts to a firm operating, I 
believe, in Massachusetts, one of those New England States, with 
offices in New York. 

We, of course, didn’t like that. That created a labor surplus in the 
yarachute field in Arizona. In fact, it completely eliminated that 
usiness. They went out of business, and I want to place myself in 

opposition to any suggestion of bid matching at this early stage so that 
it won’t come as a surprise if I do it consistently. 

Mr. Lane. I recall vividly the instance the Senator refers to back a 
few years ago. I remember it quite well. 

Senator NreLty. Congressman, what percentage of the population of 
your State is now dependent upon the food that is furnished by the 
Federal Government ! 

Mr. Lane. Would you repeat that question again, Senator? 

Senator NreLy. What percentage of your poulation is now depend- 
ent upon the food supplied by the Federal Government ? 

Mr. Lane. I am afraid I can’t answer that, but I will be pleased to 
obtain that figure for the Senator and have it made a part of the record. 

Senator Dove.as. Thank you very much. 

(The information appears in the appendix, p. 1158.) 

Mr. Lane. Thank you, Mr. Chairman and members of the com- 
mittee. 

Senator Doveias. We are also happy in having Congressman Flood 
of Wilkes-Barre here with us. 

Congressman, would you like to testify on this bill ? 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. Just a few words, Mr. Chairman. 

Mr. Chairman, I am from the 11th District of Pennsylvania. That 
is the hard coal, the anthracite coal field of Pennsylvania. 

I would like to say that since I first came here in 1944, I have felt 
like a voice in the wilderness on this problem of surplus unemployment 
and the distressed economic areas. I remember the wife of the dis- 
tinguished chairman who served with me back in the 79th Congress 
would raise her voice on the distressed problem in the Lllinois soft coal 
fields, and I remember the distinguished gentleman from West Vir- 
ginia, the Senator here, in the House with me, and Senator Kennedy, 
as well, would join in these cries of distress. 

I might say, Mr. Chairman, this is the seventh time that I have 
appeared before a House committee, a Senate committee, a joint com- 
mittee, independent commissions, executive commissions, and commis- 
sions against commissions on this problem. 

So far, altogether, we have accomplished practically nothing effec- 
tively to strike at the heart of this cancer, ws this is a cancer upon the 
economic body of this Nation, this question of surplus employees 
and economic distress. 

It reminds me of the old adage about the weather; everybody talks 
about it, but so far nobody does anything about it. I hope and pray 
that this is it, and I think that in the composition of this bill it can be. 
I think so much of the bill that I introduced it in the House to try 
and help in any way that I can. 
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I would like to point out, as will be pointed out here by the people 
from the anthracite coal fields of Pennsylvania that meontp all of the 
anthracite coal in this part of the world comes from just a dozen coun- 
ties in one corner of northeastern Pennsylvania. Mr. Chairman, that 
is not in the remote hinterland of this Nation. It is less than an hour 
by air from where you sit right now. We are 195 miles from the 
Capitol Building. 

I have here this morning at your request Miss Min Lurye Matheson, 
an organizer for the International Ladies’ Garment Workers Union 
who came into our area several years ago, and now employs 9,000 
women. 

God knows what we would do if it had not been for the extraordi 
nary contribution of this lady and the industry she represents. You 
will have here later this week Mr. William Sword, who is the chair. 
man of what we call a committee of one hundred. That is the name 
we give to the local industrial development board. They are doing 
gigantic things locally on this “Operation Bootstrap.” would like 
to assure you that the local people cannot successfully meet this kind 
of problem without the aid of the Federal Government and of the State 
government in dollars. When these dollars are used to build build- 
ings under your act, Mr. Chairman, I would like to caution you that 
at do not permit indiscriminate loans and grants just to build 

uildings, hoping something would happen. 

It will call for proper administration of the act and proper planning 
7 this can be a dangerous thing. And you don’t want that to 
1appen. 

Senator Neely, when I first came here, I had 425,000 people in my 
district 11 years ago. Now, I have 375,000. I am losing them at 
the rate of 220 a month, this month, next month, last month. That is 
what is happening. My people are working all over the eastern sea- 
board, all over the Middle West, any place where they can get work. 
Mr. Chairman, I think you know that we don’t want relief; we don’t 
want surplus food ; we don’t want the dole; we don’t want DPA. We 
don’t want anything like that. All these people want to do is work. 
a are great workmen. They have a tradition for that, as you 

now. ‘ 

I have 60,000 people, Senator Neely, on surplus food this week; out 
of 370,000 people, 60,000. 

Senator Dovetas. In one district ? 

Mr. Fioop. In my district alone. 

Senator Doveras. About one-sixth of the population? 

Mr. Fuoop. Exactly. And that is no worse than is true in Con- 
gressman Van Zandt’s district; Congressman Fenton’s district; and 
Congressman Carrigg’s district and part of Congressman Walter’s 
district, which is the hard-coal field. That percentage is about gen- 
eral for the entire northeastern area. The sociological aspects of this 
thing are horrible, and the witnesses you subpenaed or asked to come 
here will detail that. 

Now, I would like to add that all of these Government programs, 
bona fide or otherwise, for the last number of years have not been 
effective. They have not been administered well; they have not 
been executed well; and they have done little or nothing to strike at 
the heart of this program. 
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The Small Business Administration loan operation as it now exists 
up until very, very recently, and then only as a result of the disaster 
aspect of the program, the Small Business Act is a bad law. It exists 
for the pu of not granting loans, not for the purpose of granting 
loans. And it has so been administered. 

The people who are administering it are not at fault. The Con- 

ress is at fault. It is a bad law; it can’t be made to operate. Their 
fenide are tied. That would have to be changed. Under the disaster 
sections they have done excellent work in my district. They are to 
be commended for the loans they have made and the work they have 
done. But striking at the purposes of your bill, no. It has not been 
done and cannot be, as the present law exists. 

The defense contract program, channeling defense contracts and 
other procurement contracts of the various procurement agencies of 
the Government, defense, and otherwise, has been, and under no cir- 
cumstances, could it be considered effective down through the years 
any place. 

Certainly not in my district for which I speak today. They have 
tried, hit and missed, good and bad; but it has not “put a — upon 
the economic evil that you people are attacking today. There have 


been presidential directives ; there have been executive orders; and may 
I say there exists in every agency in this city this morning, directly or 
indirectly concerned with this problem, a library of information and 
statistics to the point of exhaustion on anything in which you might 
be concerned. 

Let me say finally, Mr. Chairman, that this is a blot upon this Na- 
tion. Our great, our secret weapon, is our people, our manpower. 


Mr. Chairman, you are a distinguished economist. You abhor 
waste; and here you are wasting in my district alone 21,000 men this 
morning who are out of work; 21,000 between the ages of 18 and 50, 
All they want to do is work, and they are the greatest workmen in the 
world. I might say to the distinguished Senator Goldwater, I think 
we can work out something on the matching bids. I understand your 
problem. There certainly is merit to what you say. We have sec- 
tional problems in this Nation, and have had them for 150 years. 
Somebody always gets hurt. But I appeal to you, sir, that we are 
desperate. This is not a new thing. We are suffering from an eco- 
nomic cancer. You must try and inte us some way even though in 
passing you may be damaged. The overall picture calls for special 
attention from the entire Nation toward this very evil bad thing. 

We can work out a matching bid set-aside program to which you 
would find no objections if this act were law, and properly adminis- 
tered. And I know you wouid be the first to try and join in some 
way to help us even under a matching program by percentage set- 
aside, Senator Kennedy. This can be done to everybody’s satisfaction. 
I am pleased that you are sitting here for this purpose. And I lend 
my congratulations and compliments to the committee. And I am 
very happy that you have Mrs. Matheson here. She is an extraordi- 
nary lady who can give you great benefit of her wide experience. 

Thank you very much. 

Senator Dovenas. Thank you very much. 

The last witness is Mrs. William Matheson who is district director 
of the International Ladies Garment Workers Union from Wilkes- 
Barre. Mrs. Matheson, we are very glad to have you here. 
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STATEMENT OF MRS. MIN LURYE MATHESON, DISTRICT MANAGER 
OF THE WYOMING VALLEY DISTRICT, INTERNATIONAL LADIES’ 
GARMENT WORKERS’ UNION 


Mrs. Matueson. I would like to start by thanking you, Senator 
Douglas, and the committee, for inviting me here. I feel humble 
and extremely honored to sit in the company of the distinguished 
Senators and Congressmen who have spoken before me. 

[ listened carefully to their testimony and to all the problems they 
raised and the solutions which they suggested. I can only say 
“Amen.” 

I would also like to tell you, Senator Douglas, that when our local 
newspapers carried the story that 1 would appear before this com- 
mittee, my telephone was kept constantly busy with calls from wom- 
en, members of our union, who are deeply interested in employment 
formen. You have the combined blessings of all these women. They 
feel that this bill of yours may be the answer to their prayers. One 
of them, a garment worker, said to me, “It is a funny thing, Min, 
when the floods hit the valley everyone pitched in overnight to help 
us. Unemployment is worse than the floods and yet it takes years 
and years aes the smart people of our Nation will sit down and 


do something about it.” That women, Senator Douglas, has lived 
with this problem for a long time. 
I am submitting a written statement to the committee but I 
would like to add a few remarks now. 
Senator Doveias. That will be done. We can have your state- 
ment printed in the record and then you will make comments which 


will also be printed. 
(The statement referred to follows :) 


STATEMENT OF MIN LURYE MATHESON, Districr MANAGER OF THE WYOMING 
VALLEY District, INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION 


I want to thank the honorable members of this committe for the oppor- 
tunity of reporting to you on the conditions prevailing in the Wilkes-Barre, 
Pa., area, from which I come and which has today an unemployment prob- 
lem in the midst of the general prosperity which the Nation enjoys. 

To begin with, may I say that the garment industry and our union, the 
International Ladies’ Garment Workers’ Union, are growing in our area. 
While that might seem to be a cause for rejoicing, I am sorry to say that it is 
rot always so with us, for ours is primarily a woman’s industry with very few 
men employed and, today, many of the women work in the garment factories 
only because the men in their homes, men with industrial ability and skill, are 
unemployed and are at home doing the housework, the shopping and tending 
to the children—a complete reversal of the normal course of family life. 

The problem which we have in the anthracite coal-mining regions of Penn- 
sylvania is one that may affect any town which depends in the main on one 
industry when that industry migrates elsewhere, closes down or installs new 
inachines which displaces large numbers of workers. Textile towns in New 
Kngland and other northern areas have had this problem for years. We 
have it in a very severe form today. 

May I give you just a few of the figures from reports of the Pennsylvania 
State Employment Service for the years 1950 and 1955? During that time 
the apparel industry in our area rose from 13,350 to 15,750 employees. Re- 
member, those employees are almost entirely women. In the same 5 years the 
mining industry, continuing the curtailment of the previous 5 years, declined 
fiom 33,900 to 17,700, a reduction of 16,200 workers. Other areas in the 
anthracite region have been similarly affected. The Employment Service 
reports that 3 out of 5 of the men unemployed in our area are experienced 
skilled workers including such trades or skills as inspectors, machinists, car- 
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penters, painters, welders, electricians, pipefitters and plumbers, mechanics, 
crane operators, engineers, molders, metal workers, boilermakers and fore- 
men. Fifty percent of them are under 45 years of age. We have a good 
climate, good transportation, good water supply and all that’s necessary for 
good healthful living except jobs for our men. It seems to me that the Gov- 
ernment should encourage industries to locate their new plants in established 
communities where labor is available rather than establishing new towns and 
uprooting and transporting workers there. 

Let us look at the problem as it affects a worker. Here is the picture: A man 
works in a coal mine and is doing fairly well; he is married and has children; 
he takes out a loan and builds a home; his children attend a school built by him 
and others like him; he attends services in a church which he helped to build; 
he has a vital stake in every facility the area offers, including, very likely, a 
family plot in a nearby cemetery. His children have friends in the neighbor- 
hood; his entire family is bound to the social life of his community. He is a 
typical American citizen, proud of his country, his town, and his home. Then 
the mine closes down; his income stops; he registers at the Employment Service; 
there is no work available; he draws his unemployment compensation and that 
runs out—bills must be met—what is he to do? 

In many cases, in home after home, men have gone to New York, New Jersey, 
and other parts of Pennsylvania in search of work, leaving their families here. 
In other cases, women have sought employment in garment factories, becoming 
the breadwinners in the homes while men, who are ready and able to work, 
are left to eat out their hearts in idleness and futility. The greatest loss which 
any community can suffer is a continuation of this unhealthy and morally dan- 
gerous condition. Every day women, members of our union, call me at my 
office. They tell of a husband unemployed and beg of me, “Can you get a job 
for him? Anything that will make it possible for him to remain here and earn 
a living?” Continued unemployment leads to loss of faith in themselves, loss 
of hope, and to broken homes and other evils. Committees of public-spirited 
citizens have been set up and they are making efforts to bring in new industries. 
They have had some success and hope for still further success in the future. 
but the problem is here now; it’s today that it needs solution. Idle factories 
ean stand for years and then be reconditioned and opened up, but human beings 
are different ; the human spirit, once destroyed, can never be restored. 

Senate bill 2663 has for its purpose Federal assistance in bringing in new tn- 
dustry into depressed areas. I am wholeheartedly in favor of that. I believe 
this bill should be enacted into law. In addition, I believe that steps should be 
taken to find out in advance where, due to local causes, large numbers of men 
are to be thrown, permanently, out of employment. Companies planning to 
migrate to other areas, or expecting to close their plants or lay off large num- 
bers of people for other reasons should notify the proper governmental agencies 
of their intentions. Representatives of the Government, both State and Federal, 
should then meet with the company in question, consult with the union in the 
plant and find out just why the migration, the layoff or shutdown is proposed. 
In some cases it might be possible and much less costly, and better for all con- 
cerned, to find a means to overcome the cause and to continue the operation 
of the plant in its present location. Even if that was not possible, the appro- 
priate Government agencies, warned in advance, would be able to take the neces- 
sary action to provide employment and forestall the development of another de- 
pressed area. I think the possibilities along that line should be explored by this 
committee. In Wyoming Valley a committee of 100 representatives of all sec- 
tions of our people are doing what they can to bring in new industry. They are 
doing well but the continued closing down of mines and textile plants add new 
numbers of unemployed as fast as new industries absorb others. As the queen 
in Alice in Wonderland said, “Here it takes all the running you can do, to 
keep in the same place. If you want to go somewhere, you must run twice as 
fast as that.” With the enactment of 8S. 2663 we hope that the Federal Govern- 
ment will aid us in bringing in industry twice as fast so that we can really 
get somewhere. 

We have made many efforts to bring men into the garment industry as opera- 
tors of sewing machines. Our efforts have met with failure. That is one of 
the reasons why I am very much in favor of the clause in your bill which pro- 
vides for vocational training. Such training, properly ran and supervised, could 
be a lifesaver for men in our area. This clause calls for an additional 13 weeks 
of payments equivalent to unemployment compensation for those taking train- 
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ing for new jobs. That also is of great importance to the people in our area, 
many of whom have exhausted their unemployment compensation. 

There are some in our town, as elsewhere, who are against Government aid. 
I am not here to debate or argue with people who have that viewpoint. They 
have been against every action taken by the Government since the good old days 
eof the depression when they could hire a maid for $3 a week. 

When floods or hurricanes struck heavily in the community, the whole Nation 
rallied to help, and that was right and proper. Surely men who have invested 
their all in an industry that heated the homes of the Nation deserve some con- 
sideration when the increased use of another fuel renders them jobless. The 
road marked “Every man for himself” is not the freedom road. Rather, it is the 
road where lurks the devil of dictatorship and that’s a devil who is not just 
satisfied with taking the hindmost; he takes the hindmost, the foremost, and 
all inbetween.. Our people are good people. They do what they can to help 
themselves and help each other. Our community chest campaign Went over the 
top this year, but right now we need aid, aid that will heip to rehabilitate our 
region and give it a chance to share in the prosperity of our Nation. I believe 
this bill will furnish that aid. 


Mrs. Marneson. Congressman Flood has said to you that we are 
feeding 60,000 people in our county on surplus food. I am sure that 
there are many who could use it but who refuse to line up and are too 
proud to accept surplus food as a solution to their biolibont, There 
are some people in our towns who believe that publicity regarding 
unemployment will harm the town. About a year ago, Business Week 
carried a story on our ad with pictures showing the family 
life where a woman is the breadwinner and her husband an unem- 
ployed coal miner, the housekeeper. May I submit this article for the 
record? It tells the story more graphically than any words I could 
use. 

Senator Dovatas. That will be done. 


(The article referred to follows :) 


{From Business Week, January 8, 1955] 


WHEN Joss DISAPPEAR 


Coal ran into trouble after World War II[—trouble largely in the form of com- 
petition from oil and gas. Today, coal towns in Pennsylvania, West Virginia, 
Ohio, Illinois, and Kentucky are struggling with unemployment. Hit hardest 
is the anthracite area in northeast Pennsylvania, centering around Scranton 
and Wilkes-Barre. Higher production costs of anthracite have made the bite 
even deeper in this area than in the bituminous regions. 

Hard-coal mines have been shutting down steadily since the end of World 
War II. Anthracite production has slipped from a high of 62.1 million tons in 
1944 to 48 million tons in 1950, 29.7 million tons in 1953. Estimated production 
for 1954 is between 20 million and 22 million tons. 

And the bottom has not yet been reached. Francis O. Case, president of Glen 
Alden Coal Co., estimates the industry will stabilize at between 15 million and 
17 million tons. 

Courting industry.—There is hope in sight, however. Efforts are being made 
to soften the economic impact on the hard-coal counties of Lackawanna, Luzerne, 
Schuylkill, Carbon, and Northumberland. These counties all have heavy un- 
employment—running to 15 percent of the total labor force. 

The problem is that these counties have little industry to sop up the surplus 
male labor. The lack of industrial opportunity for men in the area is laid at the 
door of the coal companies—many of which, until recent years, opposed bringing 
in industries that would compete for manpower. 

Now, industry is being courted. So far, however, that hasn't provided jobs for 
the 16,800 unemployed men in, for instance, Luzerne County. 

The wives.—Job opportunities for women in the area have softened the un- 
employment blow and can be credited with preventing a repeat of 1939, when 
the relief load in the county was $1 million a week. Today, the relief load in 
Luzerne is running at a rate of $458,000 a month. One big difference is that 
when the husband loses his job in the mines, his wife is often able to find work 
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in an apparel or textile plant. Such is the case with Walter Narcum and his 
wife [pictures]. 

This is possible because of the fact that while industry using male workers 
was being discouraged, plants using primarily female labor were attracted into 
the area. Lackawanna County has 136 apparel plants, employing 9,750—roughly 
90 percent women. In Luzerne, 14,100 women work in over 100 apparel plants, 
3,200 in textiles. 

Roles.—With the wife the breadwinner, what happens to the unemployed hus- 
band? 

In countless instances he has had to take over the woman's role in the home— 
as Walter Narcum has. 

It’s a role the man—heavy on Old World traits and used to being the boss— 
doesn’t particularly like. But there is little he can do about it. 

If he has worked in the mines for as long as 20 years, his chances of getting 
satisfactory employment are almost nil. The available industrial work goes 
to younger men. 

If the unemployed man has silicosis (“miner's asthma”)—and most miners 
do have it in varying stages—he is a marked man, and no other industry will 
touch him. But he can’t collect disability unless he is flat on his back. So few 
miners—even with third-degree silicosis—collect disability while they are alive. 

Life-—What’s left for the unemployed miner? 

He keeps paying his union dues into the United Mine Workers—$1 a month if 
unemployed—in hopes of collecting pension benefits at age 60. But the hard- 
coal miners are getting disillusioned about their pensions—originally $100 a 
month, but now cut to $50. 

He registers at his local United States Employment Service office for work. 
Wilkes-Barre last month had 17,826 people hunting jobs. He can collect unem- 
ployment compensation for roughly 6 months. Then his only hope for income 
is odd jobs. So the miner with a wife or daughter who can get a dress-factory 
job at forty-odd-dollars a week considers himself lucky. 

Tensions.—W hat’s the sociological impact of this reversal of roles? 

Raymond Bartow, director of the Luzerne County public assistance program, 
says it magnifies discord, creates tensions, and is breeding a second generation 
of public reliefers. 

Mrs. Min Matheson, manager of the two International Ladies Garment Workers 
Union locals in Luzerne, says it is too early to measure the long-term conse- 
quences. But one consequence is already apparent, she says: “It’s demoralizing 
to the man, leads to more drinking.” 

It’s rough on the children, too. They are confused by the reversed roles of 
their parents, begin to wonder who is the “daddy” of the family. The reversal 
breeds delinquency ; the father often doesn’t keep the children in line so well as 
the mother. And it puts a brake on family growth. 

The woman has become more and more independent. She is becoming the 
dominant force in the home. And she is playing a bigger role in community 
affairs. But it is an independence she doesn’t relish. 

“It’s one thing to have an independent income if your husband is working,” 
said an ILGWU chairlady (equivalent of a shop steward), “but it is no fun being 
the breadwinner.” ; 

Remedies.—Many coal communities are doing their best to reverse this trend. 
One town, Wilkes-Barre, has launched what it calls Operation Jobs. It is spear- 
headed by a civic-minded “Committee of 100,” which concerns itself with trying 
to attract industry to the area. 

Its biggest lure is Crestwood Industrial Park, a 1,500-acre site located 8 miles 
from the heart of Wilkes-Barre. 

Two companies have located in Crestwood since 1952: Foster Wheeler Corp., 
employing 350 men; and King Fifth Wheel Co., construction for which began 
a spring, and which will employ 150. Some 1,200 acres of industrial sites are 
eft. 

A half-dozen more nationally known firms have moved into other locations in 
the Wilkes-Barre area since 1952, bringing new jobs to around 4,000. 

In Scranton, United States Hoffman Machinery Corp. began making shell 
cases for the military in September. It employs 800 now, hopes to reach 1,550 
eventually, Also new in the Scranton area: Daystrom Instrument Co., special- 
izing in gunfire-control equipment for the Navy, employing 1,000; W. L. Maxson 
Corp., making calibrating machinery for the military, employing 1,000. 

King.—But even with diversified industry, coal still is king in the area. It 


provides 40 percent of payroll in Luzerne County. There can be no real come- 
back until anthracite gets up off the fioor. 
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Mrs. Marueson. In this article and in the pictures, we find a com- 
plete reversal of family relationships which gives some idea of the 
frustrations and demoralizations that unemployment for men brings 
tothe home. And that, multiplied many times over, is what has been 
happening in our valley not just for months, but for years. | 

We have a local committee that is set up to try to bring in new 
industries. It is called the Committee of 100. We have good, gener 
ous, warmhearted people who have dug deep into their pockets and 
have contributed toward bringing in industries. We have succeeded 
in bringing in several but it is not enough as additional mines have 
closed toon. We do need help from outside sources. 

It_is just as Congresman Flood said, “Nobody wants the dole and 
nobody wants handouts.” Our unemployed are good workers. Many 
of them are skilled mechanics, men with ability, men who are willing 
to work. All they need is a job in order to keep their families 
together. We have families where the husband has left the area and 
is working away. It is not good to try to bring up children without 
a father and when the man has to rent a room and eat at restaurants 
it is much more costly than having the man in his own home. As a 
result the mother has to go to work. We had one case where a woman, 
despondent over the absence of her husband, tried to sell her home 
so that she could join him. She did not succeed in selling the home, 
she wasn’t managing financially and one day after returning from 
work she solved the problem, so far as she was concerned, by ending 
her life. That’s something that should never happen in a nation so 
prosperous as ours. Senator Douglas, there is another provision in 
your bill which we consider very important. That is to extend unem- 
ployment benefits to workers while they are receiving the training 
that will fit them for other industries. We tried retraining men for 
the garment industry without success. One of the reasons was that 
then men had no money to live on during the time they were being 
retrained. The other, that work on ladies’ garments with its flimsy 
materials is not suitable for the men of our valley who have been 
working in coal mines. 

I would like to say a word on mining. It is still a very live industry 
and it may improve. Nevertheless, any area that depends on one 
industry for its complete economy is likely to meet with many difli- 
culties. 

Finally, I want to tell the committee that Governor Leader of Penn- 
sylvania came into our town several weeks ago and held a sort of 
town hall meeting with leaders of industry, union leaders, and other 
citizens and we placed our problems before him and now, Senator 
Douglas, we bring our problems to you with the hope and the belief 
that the enactment of your bill will do a great deal to help end the 
unemployment situation in our community. 

Thank you again for allowing me to appear before this committee. 

Senator Doucias. Thank you, Mrs. Matheson. May I ask this 
question? The new industries which have been brought in, 
mostly concentrated in clothing and women’s work ? 

Mrs. Marueson. Actually most of our women are employed in the 
women’s garment industry. Some of the industries that have been 


brought in by the Committee of 100 employ men. Others employ a 
proportion of women. 


are they 
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Senator Dovetas. Do you feel that the local banks can generally 
provide enough capital for new concerns? 

Mrs. Marneson. They have been very helpful, but I don’t think 
they can do the job themselves. 

Senator Kennepy. Is the unemployment concentrated among men ? 
Is there any substantial unemployment among women in your area? 

Mrs. Marueson. Yes, primarily concentrated among men. 

Senator Kennepy. So, all the figures on unemployment are mostly 
men ¢ 

Mrs. Matueson., Yes, mostly men. We actually have a shortage 
of women employees in the garment industry. 

Senator Neety. Are not the most of the unemployed ia your neigh- 
borhood miners ? 

Mrs. Marneson. Mostly miners and some textile workers. We had 
an old established lace mill which closed down. There were men who 
had been working there for 25 years and now they have nowhere to 
turn and nowhere to get jobs. They have to leave the community to 
get other work. 

Senator Nerry. Is there any railroad unemployment in your neigh- 
borhood ¢ 

Mrs. Matrueson. Not too much, so far as I know. 

Senator Nege.y. That was reported as acute at Altoona last year. 

Mrs. Marueson. I really wouldn’t know. Congressman Flood 
might know. 

Mr. Fxioop. Altoona is a great railroad center. In our railroad 
industry the employment scale is in direct ratio to the working of the 
mines. I can get a ton of coal out of my district every year, but I have 
a lot of trouble getting you in or out. The railroaders are up and 


down as the mines produce coal. However, I might add that in 
addition to the male unemployment, which as you say is 99 ae 


it also produces a problem in which these new generations of young 
men are affected—when I say they are unemployed miners, I mean 
soft coal—70 percent of my 20,000 unemployed men are veterans of 
the war in Korea. They are young men. They have never worked in 
the mines. They have never worked anyplace. 

Mrs. Marurson. About half of them would be under 45 years of 
age, according to the figures which we have on the problem. 

Senator Kennepy. Do you think because the basic industry is 
mining that it discourages any industries from coming in there? 

Mrs. Marneson. Well, there was much talk of that at one time. But 
I don’t think that is so. The leaders of the big coal industries sit on 
the Committee of 100 with us. And I will say for t!em that they 
have been most helpful, financially and otherwise, to (he (Committee 
of 100 in bringing in other industries. 

It could be that people looking in from the outside would feel that 
the mines would compete with them. But that is no longer a problem, 
because there are no jobs in some of the mines. And there is the 
labor surplus. 

Senator Dove.as. I may say that we have assembled some photo- 
graphs from Maine, Massachusetts, Rhode Island, New York, Penn- 
sylvania, West Virginia, and Kentucky, and photographs from IIli- 
nois will be posted later in the day. I think these photographs illus- 
trate the type of economic situation which has resulted in chronic 
unemployment in various cities and towns of these States. 
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When we were planning these hearings we thought it was desirable 
to secure from the local areas as much information and documenta- 
tion of the problems in these areas as possible, including photographs 
which woud demonstrate visually the nature of these problems. We 
have not tried to blow up the sensational aspects of the communities 
at all. But sometimes the eye perceives things more quickly and 
more thoroughly than the ear. So we have assembled these photo 
graphs with captions underneath that truthfully describe the situa 
tions. And we hope that this photographic display will be helpful. 
We want to thank you, Mrs. Matheson. 

We will adjourn to meet on Friday, the 6th of January, at 10 
o’clock in the morning. The following two Members of the Senate 
have stated that they will be present to testify: Senator Sparkman 
of Alabama, and Senator Humphrey of Minnesota. I may say that we 
have extended invitations to all Senators, regardless of party, from 
the States affected, and also to Dr. William Tudor, of Southern Lli- 
nois University; Mr. Goffry Hughes, executive secretary of South- 
ern Illinois, Inc.; Prof. William H. Miernyk, director of the bureau 
of business and economics research, Northeastern University; Mr. 
Irving Wingeard, director, reports and analysis office, Pennsylvania 
Bureau of Employment Security; and Mr. William O. Sword, of 
the Chamber of Commerce of Wilkes-Barre, Pa. 

We want to thank you all for being present this morning. 


(Whereupon, at 12:02 p. m., the subcommittee adjourned, to 
reconvene at 10a. m., January 6, 1955.) 
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FRIDAY, JANUARY 6, 1956 


Untrep States Senate, 
SvuBcoMMITTEE ON Lapor OF THE 
Commitree on Lanor AND Pusiic WELFARE, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room P-63, 
United States Capitol, Senator Paul H. Douglas (chairman of the 
subcommittee) presiding. 

Present : Senators Douglas, Lehman, and Purtell. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director ; John Forsythe, general counsel to the commit- 
tee; Frank Cantwell and Michael Bernstein, professional staff mem- 
bers; and James J. McTigue, consultant. 

Senator Doucias. The meeting will come to order. 

The first witness this morning is our esteemed colleague, Senator 
John Sparkman, of Alabama, who appears as chairman of the Sub- 
committee on Low-Income Families. He produced a very able report 
a few weeks ago. 


Senator Sparkman, we are very glad to have you with us. 


STATEMENT OF HON. JOHN SPARKMAN, A UNITED STATES SENATOR 
FROM THE STATE OF ALABAMA 


Senator Sparkman. Thank you, Mr. Chairman. 

I am delighted that you are having these hearings so early in the 
session, and I certainly hope that they may culminate into action on 
the legislation which you are supporting. 

Mr. Chairman, I have a prepared statement which is not very long. 
I will read the statement in order to save time. 

I appreciate the opportunity to appear before this committee and 
discuss the problems of underemployment in depressed industrial 
areas. Of course, depressed industrial and depressed agricultural 
areas have many common problems, and for many years I have been 
interested in helping to solve these problems. You will recall that 
during the last session I introduced 8S. 1199, which deals with prob- 
lems of low-income farm people. 

As you know, the Joint Economic Committee, operating under the 
provisions of the Employment Act of 1946, has a continuing interest 
in ways and means of promoting maximum employment, production, 
and purchasing power. 

As long as there is a significant number of families and individuals 
in our Nation living at permanently depressed, substandard levels of 
living, it is obvious the goals set by the Employment Act of 1946 are 
not being met. 
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Accordingly, the Joint Economic Committee, under Senator 
Douglas’ chairmanship, reconstituted the Subcommittee on Low-In- 
come Families in 1955. Senator Flanders and Representative Kelley 
serve with me on this subcommittee. I understand that you wish me 
to testify today as chairman of that subcommittee. 

On October 30, 1955, the subcommittee issued a staff report entitled 
“Characteristics of the Low-Income Population and Related Federal 
Programs.” During the period November 18-23, hearings were held 
on a number of topics related to problems of low income, including 
those associated with chronic unemployment and underemployment 
in depressed areas. These hearings were published on December 20. 

Just this week, on January 2, the subcommittee released its report 
on last year’s studies, which contains its unanimous findings and rec- 
ommendations. It is entitled “A Program for the Low-Income Pop- 
ulation at Substandard Levels of Living.” 

This report was approved for transmission to the Congress by the 
full committee, and Tendorkend, Mr. Chairman, you presented it to 
the Senate on January 5. It is now Senate Report 1311, 84th Con- 
gress, second session. 

I have brought along for your use copies of the documents to which 
I have just referred. I believe they have already been distributed 
to you. 

I will not take the time to present the factual material we assem- 
bled. Suffice to say, perhaps, for the purpose of this discussion, that 
in September 1955 there were 552,900 unemployed workers in the 120 
major and smaller areas listed by the Bureau of Employment 
Security as having a substantial labor surplus. 

The problems presented by areas of chronic underemployment, 
hheaih numerous and comer are not insurmountable. We have 
the wealth, the human and material resources, the skills, and the free 
institutions to solve them. 

We can solve them if we possess the will and the desire to put forth 
the necessary effort. As we also stated in our report, measures di- 
rected toward alleviation and prevention of low income arising from 
causes associated with the individual will aid families in depressed 
areas, 

Other programs are needed, however, to take account of causes of 
low income associated with the economy as a whole. I would like 
to discuss briefly our subcommittee’s findings and recommendations 
concerning the latter type of causes of low income. 

The existence of areas of low economic activity—both industrial 
and agricultural—seriously retards the rate of our national growth, 
and is in itself a significant cause of the self-perpetuation of low- 
income, underemployed groups. 

The goal of achieving full utilization of our national resources— 
land, labor, and capital—will never be attained, as our report states, 
as long as these geographic pockets of continuing economic depression 

rsist. 
ro? commend your committee for its study of this problem, and I feel 
sure that a constructive and positive program will be developed. 

As brought out in our subcommittee’s hearings, depressed industrial 
areas have come into being in the past, and will continue to arise in 
the future, unless preventive action is taken, for the following 
reasons: 
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1. Deerease or depletion of natural resources in the area. 

2. Technological advances which outmode a particular industry, 
such as the effect on Altoona, Pa., of dieselization of engines. This 
issespecially true of one-industry towns; when the major industry 
closes down, the community is hard hit. 

3. Shifts in demand for products, which cause some industries to 
decline while others nial 

4. Migration of industry, reflecting, among other things, changes 
in the location of markets and sources of supplies. 

5. Geographic isolation; this factor, in some cases, however, may 
now become an advantage because of the needs of particular defense 
industries. 

Equally important are the reasons why some areas, once depressed, 
tend to stay that way: 

1. Unfavorable labor-management history ; perhaps a reputation for 
poor relations was handed down from earlier times. The situation 
no longer may be true today. 

2. Relative immobility of displaced or unemployed workers, espe- 
cially the older age groups. As several witnesses stated, “It is easier 
to move capital than people.” 

3. Gradual decline in adequacy of community facilities and serv- 
ices; it is increasingly true that most modern communities depend 
upon local industrial activity as a major source of taxes to run the 
community. 

As the tax revenues of the community decline, the resulting impair- 
ment in public services is an obstacle to the attraction of new industry 
and to the retention of the younger and the more able workers. 

It was emphasized during our hearings that expansion of economic 
activity provides the only long-run solution to the problems of indus- 
trial areas with a chronic labor surplus. This goal cannot be reached 
overnight; it will require constructive cooperation between all levels 
of government, business, industry and labor, and local groups. 

And perhaps most important of all, the depressed areas and com- 
munities themselves must provide the will and the sustained interest 
in improving their economic status. Without this, help provided from 
without cannot provide a lasting cure. 

Our subcommittee believes, however, that the responsibility for 
adapting to economic change cannot and should not rest entirely upon 
the local community; business, labor, the State government, and the 
Federal Government, we believe, all have a positive role to play. 

I would like to read to you some of the specific recommendations 
included in the report of the Subcommittee on Low-Income Families 
which relate to the problem of depressed industrial areas. 

We recommend: (1) Substantial expansion of existing programs of technical 
assistance to depressed industrial areas and to small producers within the area. 

(2) Credit aids be extended, when such assistance is economically desirable, 
to existing local industries and to approved local groups engaged in planning 
and constructing “ever-available” plants for the purpose of attracting diversified 
and expanding industries. Credit aid may possible take the form of loan guar- 
anties designed to promote maximum stimulus to private investment. 


(3) That the Federal Government share in planning and conducting appro- 
priate economic surveys to determine the scope of current and potential local 
resources. 

(4) Expansion of the small-business program, with particular emphasis on 
aid to depressed areas, and coordinated with a strengthened program of decen- 
tralization of defense contracts. 
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(5) Extension of vocational counseling, job information, and placement serv- 
ices of the Federal-State employment services so that workers in depressed areas 
will be aware of job opportunities in other communities. 

In addition, these agencies should expand their function of alerting employers 
outside of depressed areas, as well as within, to the types of skills currently 
available in depressed areas. 

(6) That financial assistance should be provided to unemployed workers will- 
ing to undertake the approved retraining programs, and to those willing to 
migrate to areas of labor shortage. 

You will note, of course, that our evaluation of the appropriate role 
of the Federal Government includes, in more general terms, many of 
the proposals included in 8. 2663. 

I would like to emphasize that there was substantial agreement 
among those who submitted statements to our subcommittee on the 
most essential needs of depressed areas; additional credit and tech- 
nical assistance were considered especially important. 

William Batt, Jr., for example, stated : 

The greatest single aid that the Federal Government could give toward the 
solution of area unemployment would be to assist these areas technically and 
financially in initiating ever-available plant programs in each such community. 

Included in the hearings which we had made available to you is a 
list of those who submitted statements on problems of depressed indus- 
trial areas, as well as the set of illustrative questions that contributors 
to this session were asked to consider. 

In addition, panelists at our opening session, in discussing the role 
of the Federal Government in assisting low-income families to increase 
their productive capacity, devoted some attention to the general prob- 
lems of economically disadvantaged areas. 

In closing, let me state that we feel most strongly that there are 
many problems common to depressed industrial and agricultural areas. 
We warned that in its concern to alleviate stress in areas currently 
depressed, either industrial or agricultural, the Federal Government 
should not adopt measures which are merely palliative in their total 
effect. 

It is economically wasteful to embark on an emergency program 
which attempts merely to deal with spot problems of economically dis- 
advantaged areas. Nor is any useful purpose served if the level of 
economic activity is raised in one area at the cost of creating new 
depressed areas elsewhere. 

We believe that measures to aid particular areas or communities 
are economically justifiable only if their total effect is to promote the 
economic growth and stability of the economy. 

Hence, our subcommittee further recommended : 

That there be established in the executive branch of the Federal Government 
a central group charged with the responsibility of preparing a coordinated, com- 
prehensive program aiding currently depressed industrial and rural areas. Such 
a program must assist in maintaining the economic climate necessary to promote 
maximum economic growth of the economy as a whole. 

I may add that I believe that is a part of the proposal of S. 2663. 

Senator Dovetas. Thank you very much, Senator Sparkman. 

As you say, in section 8 (a) (4) of S. 2663, page 5, it is stated that the 
loans which are authorized for construction of a plant or facility in a 
depressed area should not result in attracting to the dep area 
an industry which is presently located in a depressed area or in an area 
which would become a depressed area if the industry were induced to 
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relocate. So the emphasis is upon starting new plants, rather than 
transferring old plants from one section to another. 

Senator SparkMaNn. Yes. New plants and expansion of plants. 
Often a plant in one area, as the son ae shifts, sees fit to canal in an 
area near that market. 

Senator Dovetas. That is right. 

Thank you very much, Senator Sparkman. 

Senator SparKMAN. Thank you, Mr. Chairman. 

Senator Douaias. The second witness is our colleague from Minne- 
sota, Senator Humphrey, and I may say that Senator Humphrey is a 
cosponsor of the bill S. 2663. 


STATEMENT OF HON. HUBERT H. HUMPHREY, A UNITED STATES 
SENATOR FROM THE STATE OF MINNESOTA 


Senator Humpnrey. Thank you very much. I will take the liberty 
of reading my statement. 

Mr. Chairman, I wish to thank you and the committee for the oppor- 
tunity to testify in support of the Depressed Areas Act. Let me say 
that I think we could improve upon the title of the act. 

We could—I am sure, without too much exertion of our imagina- 
tions—come up with a less gloomy title that reflects the positive, con- 
structive spirit in which we propose this legislation. I am not a good 
sloganmaker myself, but I suggest we should call it the Prosperity for 
All Act, or the E ual Prosperity Act. 

We have been hearing a great deal lately about the extraordinary 
prosperity our Nation’s economy isenjoying. Everyone seems to agree 


that prosperity is a good thing. If it is a good thing, then I say we 
should spread it around a bit, so that everyone can enjoy it. 
There are areas and sections of our economy that are not prospering, 


but are suffering little depressions of their own. If everything is 
booming but the guns, we should not have 93 areas in the United States 
suffering substantial unemployment. 

I am confident that we all agree that this is a problem that we could 
well direct our attention to. We should not have the falling off of 
farm income that we have, sothat many of our farmers are being driven 
from the farms. 

Worst of all, we should not have people living under the deplorable, 
substandard conditions that are documented in the report recently 
issued by the Subcommittee on Low-Income Families of the Joint Com- 
mittee on the Economic Report. It is that committee of which the 
presiding subcommittee chairman today is the chairman. 

There is still a great deal of room for improvement before all our 
citizens are growing up and living in conditions that by American 
standards are sufficient for full, healthy, and happy lives. While 
caught up in the full flush of an economic boom, we must not become 
complacent and think that the bounty flows automatically to all seg- 
ments of our economy and to all individuals and families in our society. 

I think the concept has now been accepted by both parties—the Re- 
publicans as well as the Democrats—that when a recession or depres- 
sion overtakes the national economy, it is the responsibility of Gov- 
ernment to take measures that will bring recovery. 

I do not think we need to wait for a national catastrophe to over- 
whelm the country before the Government acts under this responsi- 
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bility. The kind of little depressions here and there about which I 
have spoken cause just as much misery to the individuals affected as 
do the full-scale variety. 

While the tota) effect on the economy is not comparable, I think 
we should recognize that pockets of depression or substandard living 
have a drag effect upon our economy that diminishes prosperity for 
all of us. 

Just as in a major depression, there are man-hours of production 
lost and a cutback in total output that can never be regained. In this 
kind of “pocket depression” there is a loss of consumer purchasing 
power that affects industries and workers throughout the Nation. 

It should be an aim of Government to come to grips with these prob- 
lems of depressed areas and substandard living, to provide solutions 
to the problems of unemployment and inadequate industrial develop- 
ment that cause millions of our fellow Americans to live lives of 
privation in the midst of bountiful production. 

I would like to digress from my prepared statement to say that 
while I have supported and will continue to support every conceivable 
effort or every justifiable effort to expand our foreign trade in the 
effort to find new markets for American goods, I cannot help but feel 
that the greatest market for American production is within the Amer- 
ican economy. 

We have a uniform currency. We are not plagued with tariffs and 
quotas and barriers in trade. Wespeak acommon language. We have 
an integrated economy. We have a great national system of merchan- 
dising and distribution. 

It appears to me that anything our Government can do to develop 
this great American market will really have a greater effect upon 
the total national well-being than even our foreign trade. 

Now, this is not to play one off against another. I want to make 
that clear. But I sometimes feel that we do not give proper emphasis 
to the acres of diamonds that are literally under our feet. There has 
been a study made in the Midwest which will be brought to the atten- 
tion of the Congress through the Committee on Agriculture and 
Forestry in a very few weeks, which study indicates some of the 
dimensions of this problem of substandard living. 

This study covers some 6 or 7 Midwestern States. My home State 
of Minnesota is included in that study, and while I do not want to be 
held to the exact detailed fact, I have reviewed this study, and I 
think I can paraphrase in general what it reveals in terms of eco- 
nomic conditions. 

For example, in my own State of Minnesota, where we consider our 
economy to be relatively stable, and one of the more prosperous 
economies as related to the whole Nation, over 35 percent of our farm 
homes are without running water. Over 30 percent of them are with- 
out indoor facilities, sanitary facilities. A large percentage of them 
do not even have electrical refrigeration, and needless to say, thousands 
of them are without what you would call modern appliances. 

I use the State of Minnesota as a first example. In the State of 
South Dakota—and I remember the figures in South Dakota—58 
percent of the farm homes in South Dakota are without indoor sani- 
tary facilities. Forty-four percent are without running water. Now, 
when you have conditions like that, you are not utilizing the great 
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productive capacity of American industry, and while you might not 
want to call this a depressed area within the scope of this bill, it 
affects other areas which are depressed, and which do not find markets 
for their production and the skill of their workers. 

I have gone so far as to say that I think we need a point 5 program 
for the people of the United States, the substandard living conditions 
that exist in this country need to be raised by some comprehensive 
program such as outlined in the Depressed Areas Act, or in the legisla- 
tion that is before you. 

Getting back to my prepared testimony, we must find ways to 
extend to all of our citizens the benefits of the most extraordinary 
prosperity the world has ever seen. I am glad to see that the ad- 
ministration has come to accept this point of view and has indicated 
it will propose legislation very much like S. 2663, which was intro- 
duced by the distinguished chairman of this subcommittee, along 
with other Senators and myself some months ago. 

I feel now that with the executive branch and the legislative branch 
looking into this whole problem of area development or depressed 
area problems, that we are going to make some headway. I am de- 
lighted to see my friend, the Senator from Connecticut, for whom 
may I say most sincerely I have the greatest respect and confidence, 
participating in these hearings. 

As the committee well knows, this bill, introduced by Senator 
Douglas, will “provide assistance to communities, industries, enter- 
prises, and individuals of depressed areas to enable them so to adjust 
their productive activity as to effectively alleviate excessive unem- 
ployment within such areas.” 

I might just digress for a moment—if I may—to note that this 
proposal resembles the legislation introduced in this session of Con- 
cress by Senator Kennedy, Representative Harrison Williams, myself 
and others, known as the Trade Adjustment Act. 

Both seek to help distressed areas help themselves. One of the 
principal differences is, of course, that while the Depressed Areas Act 
aims at assisting areas classified as “labor surplus areas,” the Trade 
Adjustment Act would come to the assistance of those communities 
and individuals whose distress can be traced to the lowering of import 
duties. I want to emphasize again what I believe to be the importance 
of having a domestic program of trade adjustment policies when you 
enter upon a lower tariff program in international trade which may 
have some temporary adverse effect upon local industry. 

Since S. 2663 was introduced last July, I have had some further 
ideas on how the bill might be improved that I would like to pass 
on to the committee. 

The Depressed Areas Act would take as its criteria for determining 
what areas shall receive assistance: areas where 9 percent of the 
labor force has been unemployed for at least 18 months, or areas in 
which 6 percent of the labor force has been unemployed for at least 
3 years. 

Now, I believe that is still the standard in the bill. Is that not 
right, Senator Douglas? 

Senator Doveras. That is true. 

Senator Humpnrey. There is additional language in the bill which 
would permit the Administrator to make further studies and con- 
sider further data in making his determination as to which areas 
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are to be classed “depressed areas” and qualify for assistance under 
the act. 

I trust that the committee will give careful consideration to these 
criteria for making the determination as to what is a “depressed 
area.” For there are many instances of chronic unemployment that 
may not come under these particular criteria. 

Further, we should be thinking of ways that we can stimulate those 
diffused and isolated instances of unemployment or low-level indus- 
trial development which cause the conditions of low-income living 
described in the report of the subcommittee of the Joint Committee 
on the Economie Report. 

One example where the present criteria may be too binding would 
be an area which does have chronic unemployment, but occasionally 
has some sort of seasonal employment that would cause just tem- 
porary improvement but in so doing, remove it from the “depressed 
areas” category established under the present category. 

Senator Dovetas. That is a very interesting suggestion. I notice 
that summer resort areas will have low unemployment for a few 
months, and then subsequently have very high employment. As I 
remember, Asheville, N. C., is somewhat in that condition. 

Senator Humpurey. Yes, that is correct, and may I say, Senator, 
that I suppose my interest in this is somewhat aroused by some per- 
sonal observations in the State of Minnesota, where we do have the 
same situation, where we have a good deal of tourist and recreational 
business in certain months of the year, and then a sudden decline in 
the employment levels, and a considerable amount of economic 
distress. 

An area in my own State of Minnesota that might fall into this 
category is that around Duluth. The Duluth-Superior area has been 
classified among the “chronic labor surplus areas.” But the ship- 
ping of iron ore, for example, has its seasonal fluctuations and con- 
sequently results in variations in the level of employment. 

In November, employment was up to 44,240, but by mid-Januar 
it is estimated that the number of workers employed will drop back 
to only 40,500. That will mean nearly 6,000 unemployed. 

While there is occasional improvement in the Duluth employment 
picture, it remains a chronic labor surplus area. I am sure it would 
benefit greatly from the assistance that would be provided under the 
depressed areas program. 

In addition to the areas of substantial labor surplus and chronic 
labor surplus that are already with us, we should have another 
thought in mind in framing this legislation. That is the coming 
changes that may be brought about in our economic structure by the 
revolution that has come to be known as “automation.” 

Many of the chronically depressed areas that are presently with us 
have resulted from technological change. Some industries just get 
left behind in the conversion. They cannot keep up or the industry 
is outmoded by new developments. 

Weare all familiar with this kind of technological change and have 
seen its consequences for industries and communities. Automation isa 
new concept, but its effects can be much the same for individuals and 
whole areas as earlier technological change has been. 

I should let you know that the Governor of Minnesota, and the 
Department of Business Development, as well as the Iron Range 
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Resources and Rehabilitation Commission, an agency established by 
our State legislature, are keenly interested in this particular piece of 
legislation and feel that it would be supplemental to what we are 
trying to do at a State level. I think it ought to be made clear that 
worn not seeking to take over something that States are attempting 
to do, 

We are trying to help out in this legislation to buttress and fortify 
what local and State government and private groups are attempting 
to do in these distressed areas. 

Senator Doveras. May I ask a question about the iron range situa- 
tion? Is it true that there has been a steady decline of employment 
on the iron range due to improved methods of mining ¢ 

Senator Humrurey. Yes, that is very true, Senator. 

There has been, in terms of overall numbers. That is right. How- 
ever, we are very fortunate that in some of the communities where 
there has been what you might call technological unemployment 
because of the improvement in the technology of mining, that we have 
been able to bring in some new industries, like Cluett Peabody; the 
Arrow Shirt Co. Os come into some of the iron towns. 

Senator Doveras. That has helped the women, not the men. 

Senator Humpnrey. That is presumably with the women, but, 
however, the normal breadwinner of the family frequently finds him- 
self without work in the winter months. 

Senator Dovenas. Is it true, Senator, that it is anticipated that iron 
ore on the range will be largely exhausted in 5 to 10 years? 

Senator Humpnrey. Well, there are constant rumors to that effect. 
I want to say most carefully, and with considered judgment, that I 
doubt that that is going to be the case. I can’t help but feel that one 
of the reasons we constantly hear about the depletion of the iron-ore 
resources and the possibility that they may no longer be with us is 
that it affects the tax picture in northern Minnesota. 

In other words, if the mining companies could indicate that the ore 
is about gone, why, the tax picture gets a little more favorable, but 
[ have noticed that every time that the ore seems to be about gone, 
there is some miracle that develops, and they find a new deposit. 

Just an indication of what I am talking about is that they have been 
trying to relocate Highway 169 in northern Minnesota, and they 
haven’t been able to find a place through any of the communities 
that they can put the highway without running over an iron mine. 

However, I do think we ought to face up to the fact of what we 
call foreign trade competition—Labrador ores and Venezuelan ores. 
This is why we have been so keenly interested in getting more water 
transportation or better water transportation to the port of Duluth, 
so we can compete a little better. 

But let’s face up to the fact that with the modern mining methods 
and the growth of population, that we do find unemployment prob- 
lems, and they are chronic. The unemployment problem is no longer 
what it used to be 5, 10 years ago, or 20 years ago, where you had full 
employment for quite a period of time and then unemployment. 

_ You have got a certain amount of chronic unemployment all the 
time. 

Senator Doveras. Hasn’t much the same development occurred 
earlier in the copper range in upper Michigan? 
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Senator Humpurey. That is correct, from what I understaad of 
that area. 

Senator Doueias. When I was a boy, the center of the copper in- 
dustry was Michigan. The mines of Michigan were largely played 
out and are extremely high-cost mines now, and while they have 
flurries of activity when the price of copper is very high, nevertheless, 
the region in upper Michigan was the center of the copper industry 
and has declined greatly. 

Senator Humpurey. That is correct, and one other observation I 
would like to make is that in our timber industry, we are beginning to 
feel the effects of unemployment, and distress. 

There is technological improvement in the timber industry, par- 
ticularly in the cutting, and much of our virgin timber has already 
been cut down. Furthermore, many of our timber workers were part- 
time farmers, and the area that has suffered the most heavily or with 
the greatest amount of distress is the area around reat Rapids, 
Minn., and north, and may I say to my friend from Connecticut, that 
takes up about the upper third of our State, right due north in the 
center north part of the State. 

Mr. Rossman, Larry Rossman, the editor of the Grand Rapids Re- 
view, is one of our most distinguished senior citizens. I consider him 
one of the finest men I have ever known in my life. He has dedicated 
50 years of his life to the improvement of his area, what we call cut- 
over area, and the dairy industry grew in that particular area. Small 
farms with 10, 15 dairy cows developed over the cutover area. That 
was supplemental income for the timber farmers, primarily, and the 
part-time ironworkers in what we call the Cuyuna Iron Range. 

Now, with the lower prices in the dairy industry, many of them have 
sold off their herds because they couldn’t afford to feed them and 
meet all the health specifications that are required in the milksheds- 
Then with some of the cutdown in the timber work and cutback in 
some of the iron-ore mining in that area, because it is lower grade 
ore in that area, we are really in trouble. 

I wish that the members of this committee could have heard Mr. 
Rossman testify before the Senate Agriculture Committee in St. Paul. 
If I ever heard an impassioned plea in my life, I heard it from him. 
Lest anyone think that he may be a partisan on my side, he has been 
one of the leading figures in the Republican Party in Minnesota. 
He is one of our leading editors, and I want to say that I know of no 
man in Minnesota that has done more for his area of the State than 
this particular editor who not only runs a newspaper but actually is 
the guiding soul of a great community spirit. 

Senator Dovetas. Isn’t it true, Senator, that in the cutover areas 
the amount of capital required to take the stumps out is very high, 
and that therefore, some of the farming can be described as grazing 
between the stumps? 

Senator Humpnrey. That is correct. They had to stump all the 
land, Senator, in order to clear it, and you have had to do a good 
deal of soil conservation because of the nature of the land. It took 
them 25 or 30 years to build these herds. 

Then, as they got the herds, the health standards went up and they 
had to put in cooling systems, all kinds of sanitary facilities. It got 
to be too expensive an operation in terms of our present prices. 
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Now, I know milk prices vary throughout the country, and I don’t 
suppose you can generalize on that, but our dairy farmer is getting 
$2.90 to $3 a hundredweight for fluid milk, as compared to $6.60 in 
Florida, and $5 in some of the eastern areas. So you have to look 
at this thing as the bill does—on an area basis—and not try to gen- 
eralize from it. I mean, you have to look at each little pocket of 
distress as a particular, isolated pocket, and see if you can’t move in 
and do something with a particularized program in that particular 
area. 

I don’t want my remarks misinterpreted. I am not one who believes 
you should stop scientific progress. I think we should try to devise 
means and aisles of roiling with it, of adjusting ourselves with this 
technological improvement and progress, rather than doing as the 
early weavers and spinners did back in England some 300 or 400 years 
ago, when they tried to break up the machines. 

We don’t want to do that. What we need to do is to find new means 
of production and economic activity. 

The changes that may come about through automation have been 
examined in another report recently made by a subcommittee of the 
Joint Committee on the Economic Report. 

Section 10 of the report warns us that “the trend toward automation 
will bear watching to make sure that it does not add to troublesome 
pockets of local unemployment.” I think that in considering the 
legislation before this committee, we should be conscious of this im- 
pending rapid acceleration of the use of automatic devices which may 
result in some of our labor force being displaced and some industries 
encountering difficulties in converting to new modes of production. 

The Depressed Areas Act could provide one of the cushions needed 
to ease the transitions required by automation. Here is a further 
consideration by which the criteria for establishing eligibility under 
the act should be reexamined. 

The report on automation points out that while technological 
changes to result in the closing down of some industries and the dis- 
placement of some workers, ‘there have also been new industries 
created which require new workers. But we cannot expect such 
changes to come about easily or without inconveniences and worse 
to the individuals and industries affected. Certainly the provisions 
of the Depressed Areas Act which would assist workers in being 
retrained for new types of employment would fit right in here in 
easing the changes brought about by the development of new indus- 
tries to replace the old. 

This particular aspect of the act will benefit the entire economy by 
smoothing the way for technological changes brought about by 
automation. 

Somebody was once asked as to what the difference was between 
technological unemployment and, I believe, long-run unemployment, 
and he said, “Well, in the long run we will all be dead.” The trouble 
with this technological unemployment is that you can be pretty dead 
in the short run, too, if you don’t do something about it. 

A report in the Wall Street Journal on November 29 surveyed the 
problems industries are presently encountering in finding adequate 
supplies of skilled labor. According to this survey, many business- 
men—unable to locate additional skilled workers—are working present 
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staffs longer hours, or they have instituted intensive plant training 
programs to upgrade skilled workers. 

This shortage of skilled labor may be expected to get worse as much 
of our Nation’s industry turns more and more to using electronic 
devices and other automatic equipment that requires skilled workers. 

It would be worse than unfortunate if we should have a shortage of 
skilled labor while at the same time we have large numbers of people 
unemployed. We must seek ways to prevent a situation such as this 
in which the rate of our technological growth and economic growth 
might be curtailed. 

The Depressed Areas Act is not the whole solution to such a problem, 
but it could function in part to insure the maximum employment of 
our labor force. 

I know this is the wrong subcommittee to say what I am about to say, 
but I have been one that believes strongly in vocational education and 
think that we have got to stress this a great deal more in some of our 
secondary schools, particularly as you are looking forward to the 
greater use of skills. 

Of course, it is going to require even higher education, particularly 
on apprenticeship-type of training programs, and in-service or on-the- 
job in-plant training programs. I don’t think we are putting quite 
enough time on this. 

I was very interested, and I am sure the Senators here would be 
keenly interested in some of the reports that Senator Benton made 
after he came back from his trip from the Soviet Union. I hope we 
will have a chance sometime to study those observations as to what is 
developing there in skills and science and technology. 

In speaking of the wider implications unemployment has for our 
economy, I do not wish to disregard its consequences for the lives of 
individuals and families and our communities. 

One group affected most severely by unemployment is that made 
up of our older people. When industry moves out of an area or for 
some other reason an area becomes distressed, older people especially 
have a difficult time. 

They may have been working for many years with the industry that 
has left or closed down. When it goes, they lose their seniority and 
the pension rights that they have been contributing to for long years. 
The skill that they have acquired over the years may not be easily 
transferable to some other industry. 

It is unfortunate, but true, that most businesses or industries are 
reluctant to take on as new workers people who have passed the 
age of 40. That is a pretty low age, but I think there ‘s so:.ie indica- 
tion that that is a general figure. 

I think many industries are making great effort to go far beyond 
that and are doing much in terms of older workers. 

Senator Purrett. When you speak of a general figure, you mean 
applicable to the whole country # 

Senator Humpurey. Yes, sir. 

Senator Purrexzi. I can assure you it isn’t true in the area from 
which I come. 

Senator Humpurey. I am delighted to hear that. I think it is a 
figure that has been pretty well accepted by the literature, at least by 
the writers in this area. I am no expert in it. I would think it 
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would be a little higher, perpen if you ask me, but this a figure 
that seems to be bandied about a bit. 

So when an area becomes a depressed area, the older people may be 
hit especially hard. Let’s take the figure 50 here. 

Of course, all the problems that 1 have spoken of face old people 
equally in any area when they lose their employment. This is a 
larger question we are all concerned with and for which we are seek- 
ing remedies elsewhere. Here we are only concerned with depressed 
areas and how they may be helped through the Depressed Areas Act. 

I do want to say that I think all this legislation relating to our 
older people, our senior citizens, our educational structure, particu- 
iarly when it comes to skills and scientific knowledge, is all related, 
and I think that actually, we are a little late even in getting started on 
doing more about this. 

We have been sort of living on the fat of the land. Now these 
problems are beginning to move upon us; the pocket of depression and 
unemployment, the problems of lack of skilled labor to meet the needs 
of automation, the inability to find sufficiently well-trained younger 
people because of some of our problems in education. 

I think we have to move on all of these fronts, and, of course, there 
are several committees of Congress that are now beginning to delve 
into them. 

To take another aspect of the effects upon human lives of chronic 
depression—to translate into human terms the cold statistics of a 
“labor surplus area”—we should consider the effects that unemploy- 
ment and the resultant low standard of living have on the health, 
education, crime rate, morality, family life and community life of 
an area so affected. 

Most of us can remember back to the depression of the thirties 
and the general breakdown which results—of family life, of morals, 
of confidence in the future. In that sense “depression” was not only 
a fiscal matter, it was a state of mind, a mood. 

People who had worked hard and done what they thought were all 
the right things still found themselves without work and unable to 
support themselves and their families. This was disheartening and 
disillusioning. It undermined the faith of people in many of the 
things they had believed in. 

Well, many of those same conditions presist today in some of the 
chronically depressed areas that this bill seeks toaid. In some of them 
chronic unemployment has persisted for 20 years or more and there is 
no hope in sight for any improvement in the condition of these cities 
and their surrounding areas. Many of them have never developed 
industry that would make them prosperous, industrial communities 
like other cities in the United States. 

Some have once been thriving, but industry has moved away or 
closed down and left them labor surplus areas. The same conditions 
prevail in these areas that extended throughout the country during 
the depression. 

One remedy that some people would propose for such a depressed 
area is that the people should just move away. This is a heartless 
remedy that fails to think of a city as a community of people who 
have ties and roots that they are reluctant to break. There are two 
considerations here. It is true that the sociologists tell us that one 
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of the great strengths of the United States lies in what they call 
the mobility of the American family. 

They say that our extraordinary industrialization is only possible 
because of the ease with which the American family can move about 
so that new industry is provided with skilled labor when it is needed. 

I am sure that this is true, and it is all to the good. But it is quite 
another matter to take as public policy the encouragement of this kind 
of mobility. I think we all instinctively sense something totalitarian 
about forci ing people to leave their homes and communities to seek 
employment in another area if they do not wish todoso. There is still 
another intangible, and that is w hat I call social instability. 

Mobility gives instability too, and I think it brings in its wake 
many community problems that we see in every city in the United 
States. While there is strength in the willingness of Americans and 
their families to move from one part of the country to another, there is 
another kind of strength that comes to our society from people having 
roots in their community and having a sense of belonging and par- 
ticipation in the areas in which they live. 

We have seen evidences of this rootedness in some of the areas which 
this committee intends to study. Individuals and heads of families 
finding their city or area in a chronic state of unemployment over a 
per iod of years have still been reluctant to pull up roots and move 
on to some more promising place. 

They have sought to preserve their homes and friendships and re- 
lationships to their community by commuting long distances to work 
in more prosperous areas while continuing to live at home. 

A further consideration is that people often have a very real material 
investment in their community. They may have purchased a home. 
If they sell it, at a loss, to move to a more prosperous area where they 
must pay considerably more for a house, they are apt to suffer an even 
larger loss. For, being new arrivals in the area and new employees, 
they are apt to be the first ones fired in the event of any cutback. 

So when they are no longer able to keep up the new, more expensive 
house, and must go back to ‘the ¢ ommunity from which they came, they 
have nothing to ‘return to—not even the house they formerly owned. 
We have seen many instances of this; I am sure all of us have. 

Not that everyone stays in a depressed area. Unfortunately, the 
young people—and perhaps those who show the most promise, and 
have the most ambition—are apt to leave, so that the future potential 
of the area is drained off, and I want to say this would be a wonderful 
study that could be made sometime, as to what happens to the young 
people in these respective States and these depressed areas. 

Such a study was made in our State of Minnesota at one time by 
the university, and it was rather shocking to see what happened to the 

talent, the youthful talent, and where it was going because of lack of 
opportunity. 

Senator Doveras. We have had a field man in an area in south 

central Illinois who went into a community which has lost a good deal 
of its industry and, as T remember, found that of the 150 graduates 
last spring in high school, there were, I believe, some 32 who had em- 
ployment in that particular area. A considerable number were in 
the area, but were unemployed. Promptly, half had moved out of the 
area. So that the community has been educating at great expense 
young people who cannot find employment there, and this community 
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and others are gradually assuming the age distribution of the middle 
aged and old people living there w vith absence of young life, at least of 
young men. 

Senator Purreiy. May I ask a question? Was this a recent study by 
the university, Senator ? 

Senator Humrurey. No, Senator Purtell; it was made—I was 
mayor of Minneapolis when we had that report. It was 1947, and | 
was made by the Greater University Council, an organization whieh hh 
coordinates its activities with private industry. 

Senator Purrett. Rather comprehensive. 

Senator Humpurey. Yes; it was. 

Senator Pcurrett. We might have one of those available? 

Senator Humpnrey. I think Dr. Morrill of the University of Mi: 
nesota would have it, and I know for one, James Ford Bell, the chair 
man of the board of General Mills, would have it, becanse he was one 
of the men who assisted very materially in making this study. 

Senator Purrer.. It is a question of a problem to which we need a 
solution. 

Senator Humpnrey. May I say about this young-people situation, 
this is one of the things that has disturbed many of us about agricul- 
ture. The age bracket of the farm population of this country is going 
up—just skyrocketing. They are getting into the fifties now, as the 
average age of the farmer, and that, within itself, it not too good for 
the long term of the country. 

It is growing very rapidly, the age level; the average age level has 
wone up considerably in the last 7 or 8 years. 

Another effect of the migration of young people away from the 
distressed area is the breakdown of family life. This is one more 
way in which chronic depression in an area destroys what is best in a 
community. It is another example of the effects other than mere sta- 
tistics on unemployment and production that we should have in mind 
when we consider the problem of depressed areas. 

So I do not think a solution for depressed areas lies either in en- 
couraging people to move elsewhere or in permitting the best of the 
areas’ future citizens to migrate elsewhere to seek their fortunes. 

I think we should seek to assist and stimulate those areas to help 
themselves. Most of them are doing so already, but often the job is 
too large and difficult for local initiative alone to manage. 

I know the arguments that are raised by those who oppose Federal 
assistance to these areas. Their principal argument—without both- 
ering to find out how the Depressed yt Act will work—is that 
Federal assistance will destroy local incentive and initiative. 

There are two fallacies in this argument: The first ignores the real- 
ities of the situation in these chronically depressed areas, and the sec- 
ond chooses to ignore the way in which the Depressed Areas Act 
would function. 

I think that study will show that in practically every city and 
area that would be assisted under the provisions of this bill, local 
citizens have already taken considerable initiative to improve their 
own conditions. But nothing fails like failure. 

When a community is already on the downgrade, it is difficult to in- 
terest new industry in the area. Local capital is limited and not nearly 
so venturesome as it would be in times of prosperity. However well 
intentioned and hardworking may be a group of the most active local 
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citizens who seek to better the conditions of their community once hard 
times have hit it, they soon find their resources exhausted. 

To those who argue that Federal assistance will discourage loca] 
initiative, I say that local initiative may already be discouraged by 
insufficient funds and resources to bring new industry to the area. 

It may be just the kind of Federal assistance contemplated in the 
Depressed Areas Act that would give a boost to local initiative and 
permit the people of these areas to succeed in their efforts to help 
themselves. 

Let me read one criticism of the idea of aid to depressed areas— 
this from an editorial in the Wall Street Journal of November 9: 

The tendency of a Federal aid operation is by its nature to rigidify: The idea 
is to help the people, and the simplest way to help people without jobs is to 
put them on adole. Beyond that, the attempt is to get them back to doing what 
they were doing before they lost their jobs, while their real need—and the 
community’s economic need—may be precisely to provide new kinds of jobs or 
jobs in new places. Nothing will discourage local incentive so fast as Federal 
intervention, even of an enlightened kind. The urge to do something for a 
depressed community is understandable. But the most thoughtful Federal plans 
cannot be as helpful as plans thought out by the people concerned. 

Nobody is suggesting that the solution to the problem of depressed 
areas is to put anybody ona dole. I want to get that clear right now. 
Nor is anybody suggesting that people be put back to doing what they 
were doing before they lost their jobs. 


Least of all is anyone proposing that the Federal Government inter- 
vene and so cut down local incentive. 

The Depressed Areas Act is designed to encourage local initiative 
and to help those who a themselves. Areas which are determined 


to be depressed areas wil 
velopment committee. 

This committee will prepare plans and seek ways to attract new in- 
dustries to the area and will enlist the support of local citizens and 
private and public-lending agencies for financial construction of new 
ylants. It is quite clear that such a program would have little success 
if it did not enlist the support and active cooperation of local citizens 
and interests. 

As I have stated, the willingness and initiative is already there in 
most cases. With an assist from the Federal Government, new con- 
struction will become possible that will encourage new industry to 
move into the area. 

There is only one suggestion I would like to make concerning the 
present bill, there is no provision for insuring that the local committees 
act can be so worded that the Administrator for Depressed Areas will 
be representative of a cross-section of the interests in a community. 

It is desirable that the committee—in each area—approach its task 
with the interests of the entire community in mind. I hope that the 
act can be so worded that the Administrator for Depressed Areas will 
make this determination in appointing members of the local industria! 
development committee. 

The only other specific suggestion I have as to how the act might 
be improved slightly concerns the purposes for which loans are to 
be made to depressed areas. As presently worded, the act authorizes 
loans for financing construction of industrial plants or other commer- 
cial facilities. 


be assisted through a local industrial de- 
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I think that in many instances it might be sufficient for the local 
committee to renovate or modernize existing unused plant facilities 
to encourage new industry to move to the area. 

May I digress to say that possibly the language could so be inter 
preted. I just feel that sometimes that you have to be a little bit more 
specific, particularly if you get an Administrator who says, “Well, 
here is what the law says,” and apparently lacks qualities of imag- 
ination. 

They get these political blunders on each side and they just see 
right down that narrow channel. Now, I think we ought to try to 
use existing facilities to the best of their capacity. We must be sure 
that the present wording is not so binding that it prevents the Admin- 
istrator ok assisting depressed areas in this way. 

Those are just a few of the thoughts that have come to me since 
the bill was introduced. 

With three-quarters of a million new workers entering the labor 
force every year, and with the increased automation of industry upon 
us, We must insure that all of our labor potential is utilized to the 
fullest and that no groups of workers suffer unemployment needlessly. 

Both to satisfy the needs of our expanding economy, and for the 
humane considerations inv olved, the efforts of the Feder ‘al Government 
must be directed toward insuring employment and prosperity for all. 
There are presently many ways in which the Federal Government does 
assist areas and individuals that are suffering from the consequences 
of unemployment. 

We should bring them together and augment them. This can be 
nccomplished under the Depressed Areas Act proposed in 8. 2663— 
[ mean in its general terms. It will most likely need some refinement. 

I urge the committee to consider the bill favorably. 

Thank you. 

Senator Doveras. That is most constructive testimony. I was par- 
ticularly impressed with your suggestion that the loans under section 8 
be extended to include not merely the financing of construction of new 
plants, but the reparation of existing plants, and I wonder what you 
think, also, of the possibility of still further augmenting the purposes 
by providing for financing the installation of machiner y! 

Senator Humpurey. I think it is very important, Senator. May 
I say that frequently it is easier to get a loan on a fixed establishment 
such as a building than it is on equipment. I think that anybody who 
has tried to do a little financing in business enterprises knows that 
the physical property of the building or the facility is somewhat more 
of a negotiable item with a bank or lending agency than the equipment, 
because the equipment always has time factors involved to it as to its 
getting out of date, and I think here is where you need this kind of 
assistance. 

Then with your tax schedules in proper balance, you give them a 
chance to make them pay out. I really think that is very, very 
important. 

Senator Purreiy. I want to say, too, that I am very pleased, of 
course, with your whole testimony, but particularly the fact that you 
stressed this “what should not be restricted.” It may be legal blinders. 

Senator Humpurey. That is right. I agree with that, Senator. 
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Senator Purreit. I think it is important that we certainly give 
great consideration not only to constructing new buildings, but reno- 
vating those presently in existence for modern utilization. 

Senator Humpnrey. May I conclude with this general thought. It 
just popped into my mind. I have thought a lot about this. I have 
been down to talk to Senator Douglas about it, because I think it has 
a great role to play in the future “of our economy. I can’t help but 
believe that it is so important that there will b» a great deal of flexi- 
bility at these pockets of unemployment and depression, because every 
community is so different, and if we preserve that flexibility and at the 
same time have the means and the resources of the Federal Govern- 
ment as a helping hand, and not as the firm hand, and not as the strong 
dominating hand, but as the friendly helping hand, and let this local 
committee “really have some flexibility in the design and in the pro- 
graming of what needs to be done, we are going to be a whole lot better 
off. 

One thing I do worry about is when you get an Administrator that 
is a Federal appointee, that sometimes unless you carefully word the 
language and place the emphasis upon local variances and local diver- 
sity, the div ersity of means, that you are apt to put it in a straitjacket, 
and I am sure that the whole intent of this legislation is to prevent that. 
It is to mobilize the resources of the Federal Government, but to let 
those resources in the main be used and directed at the local level. 
Isn’t that the proper interpretation ? 

Senator Doveias. Yes; that is right. 

Senator Purrety. I might say, too, Senator, that I subscribe to the 
statement of my colleague and chairman, that the subcommittee, re- 
gardless of the source from which this money might be derived, just 
for constructive building, does very little in making employment ex- 
cept for building. 

Senator Dovucias. You would include working capital, too? 

Senator Purrett. No; I said whatever source you might tap for this 
wealth. That you are not solving problems just by constructing 
buildings. We have too many buildings presently idle that could be 
utilized. 

Senator Humpurey. We found that out under military procure- 
ment that buildings alone were not adequate, and we found out that 
frequently loans had to be made or advances made for machinery or 
generous rental or leasing plans of machinery, and even the Depart- 
ment of Defense has found out that they had to give some advance 
for working capital in order to meet the production schedules. 

Senator Purreny. Thank you, Senator. 

Senator Lenman. I am not a member of this subcommittee, but I 
merely wish to comment on one thing that Senator Humphrey has 
emphasized. That is the fact that this fear that is expressed by so 
many people that Federal intervention, or Federal interest in this 
matter, Federal assistance, will serve to reduce local interest. 

I think that argument is fallacious, completely fallacious. I know 
that in my own State that the communities where the unemployment 
is the greatest have been using and are using every possible means 
to be helpful within the community itself, and I think instead of lessen- 
ing local interest, I think it would increase local interest if the locality 
felt that the Federal Government really was deeply concerned over 
the situation. 
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[ think another thing that Senator Humphrey has brought out which 
was very worthwhile considering is that where a community ts alread) 
depressed, it is much more difficult for them to pull themselves up 
by their bootstraps. 

Senator Humpurey. That is right. 

Senator Leuman. I mean the income is less. There are many 
vacancies in the scores of factories, and it is infinitely more difficult 
for them than in a community where business is going. 

Senator Purrei.. I introduced last year, with others, a bill which 
would have helped a great deal in solving the problems of some local 
communities. We find that we could probably use every avenue to 
assist. I know in my own State, the group in the eastern part of the 
State were willing to get together a sufficient amount of money to build 
buildings there, but they wanted to amortize them on a rather rapid 
rate to induce occupiers or potential employers to come in, and be 
cause of existing legislation they can’t. I hope after you examine 
that bill you will j join with me and see if we can’t open that up, which 
would not require Federal money. 

The local money is willing and able. I mean, it is available. But 
because they cannot get terms on which these buildings can be built 
and then sold to potential employers in the area, they are stopped from 
doing it. 

Senator Humpnrey. Senator, may I say that I think your suggestion 
is a good one, because when you have a depressed condition, it always 
becomes more diflicult to get buyers and to get users, and I think 
this is a place where flexibility in the tax schedule has some genuine 
desirable factors to it. 

I want to thank the committee very, very much. 

Senator Dovcias. Thank you, Senator. 

[ see that Congressman Gray, of the 25th Illinois District, is in the 
room. He is from the southernmost district of Illinois, which has 
sutfered -most because of the decline of the coal industry and the 
allied industries. 

Congressman Gr: ay has been veryv active in constructive ste ps to try 
to reduce unemployment in the building industry in that general re- 
gion, and we have a number of witnesses from southern Illinois. I am 
going to ask Congressman Gray if he would come forward and make 
a brief statement, and then introduce the witnesses from his district. 

We are very glad to have you, Congressman Gray. 


STATEMENT OF HON. KENNETH J. GRAY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Gray. Thank you very much, Mr. Chairman and members of 
this fine committee, it is certainly a pleasure and a privilege to be 
able to come and discuss such an important matter as depressed areas. 
[ have lived, eaten, and breathed in one for a number of years, and I 
think I could talk here all morning about our distressed area of 
southern Illinois, but to conserve time, I would like to read a brief 
statement, Mr. Chairman, and then introduce some of our people who 
have been fighting for industrial expansion in southern Illinois. 

I have the honor of representing the 15 southernmost counties in 
the great State of Illinois, and before settling down to specific facts 
concerning our true economic conditions as they now exist in southern 
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Illinois, please let me first preface my remarks by saying that due to 
coal and fluorspar mine closures and other factors, the economy of 
southern Illinois has been slipping for the past 10 years. 

The people of this region, through their chambers of commerce, 
Southern Illinois, Inc., community development programs, and other 
groups, have done an outstanding job in trying to promote private 
industry to our region to take up some of the acennlanieaia slack. 

However, the economic decline has been so great that the results of 
their endeavors have not been fast enough to prevent an economic 
recession in which we find ourselves at the present time. 

Southern Illinois is made up of fine people, good schools, churches. 
It is bounded on both sides by two of the greatest navigable streams 
in the world, the Ohio and the Mississippi Rivers, but it is severely 
hurt economically, and if Federal help is not forthcoming, thousands 
of additional people will be forced to leave the area to seek employ- 
ment elsewhere. 

There are 31,000 able-bodied men and women in my congressional 
district unemployed, and according to the latest figures from the 
Illinois Public Aid Commission, there are 51,875 persons receiving 
Government surplus food in the 15 lower counties of southern Illinois. 

Now, if you would care to see it, I have a picture here that was taken 
about 10 days ago in my hometown of West Frankfurt, Ill., which 
shows approximately 1,000 people lined up to receive Government 
surplus food. There are in my home county of Franklin, 9,900 people 
receiving such food, and as I said before over 51,000 in my congres- 
sional district. 

In an effort to spotlight the needs of southern Illinois and to give 
2ach community a chance to stand up and speak out in behalf of their 
wants and needs, I called a nonpolitical factfinding forum for Decem- 
ber 31, 1955, which was last Saturday, and I urged every man, woman, 
and child in southern Illinois to attend. I invited every State and 
Federal official concerned with this type of problem from President 
Eisenhower on down. 

I was indeed gratified by the huge success of this meeting, which 
was made possible by the attendance of 35 southern Lllinois mayors, 
an estimated 5,000 private citizens, and a score of various chambers 
of commerce and other spokesmen who came to the “sink-or-swim” 
meeting, as we called it, to tell their story, and every word uttered 
received the utmost attention of the following State and Federal 
officials who were in attendance. 

Now, there were 25 State and Federal officials who attended this 
factfinding forum. I would like to insert the names in the record, 
if Imay, Mr. Chairman. 





DEPRESSED AREAS : QY 


List of State and Federal officials attending “sink-or-swim” meeting held at 
West Frankfort, IU., December 31, 1955 


Vame Representing 
Paul H. Douglas a United States Senator, Chairman, Joint Committee on 
Economic Report. 
Bert Baker State Representative, Iinois 
Russell Travis_......._.. Representing Illinois State Director of Labor 
Lester E. Leigh Representing Ezra T. Benson, Secretary, United States 
Department of Agriculture. 
Harry P. Raymond Interstate Commerce Commission. 
J. M. Ballard Representing Administrator Wendell Barnes, Small 
Business Administration. 
Charles 8S. Green Representing Illinois Department of Labor. 
Pawl: DOR. css Representing Lllinois Industrial and Planning Com 
mission. 
Charles W. Vursell__- Member of Congress, 23d District of Illinois. 
“Bob” Beckmeyer__ State Represent: ative, Illinos. 
Dean Hammick State Representative, Illinois. 
ei eee United States Department of Commerce, personal rep 
resentative of President Dwight D. Eisenhower. 
L. Rascher, Jr__-~-- United States Department of Commerce, personal rep- 
resentative of President Dwight D. Eisenhower. 
Paul Zeigler State Representative, Illinois. 
Clyde Choate State Representative, Llinois. 
Ve I State Representative, Illinois. 
E. Bishop Hill = Representing United States Health, Education, end 
Welfare. 
L. D. Norman _._ Representing Department of Public Welfare. 
Clyde W. Campbell Representing Interstate Commerce Commission. 
Jobe M. Dark... Representing Wendell Barnes, Administrator, Small 
Susiness Administration. 
Ralph Warnack___-__- Representing Wendell Barnes, Administrator, Small 
Business Administration. 


Russell L. Kelly________. Representing Illinois Department of Labor. 

H. K. Olds____..________ Representing State of Illinois Auditor's Office. 

K. E. Crawford Representing United States Department of the In- 
terior. 

H. E. Stiles___—- pee ee Representing United States Department of the In- 
terior. 


I expended months of hard work in organizing such a factfinding 
forum, and I believe it was well worth the effort because it accom- 
plished at least three specific things: (1) It gave the people of south- 
ern Illinois a chance to tell of the true economic conditions existing 
in their respective communities: (2) through questionnaires that were 
circulated, it gave an opportunity to list projects needed to stimulate 
the local economy; and (3) it focused State and National attention on 
our plight with a view that the information derived from each com- 
munity at this meeting will be helpful in setting up a distressed areas 
program. 

Speakers ¢ ame from every walk of life, rich man, poor man, banker, 
and coal miner, and each one reiterated a common plea: To officials 
in attendance, “We don’t want charity cr doles; we want to work.” 

That is what they wanted, Mr. Chairman, but they pointed out that 
they had no chance to work. No jobs were to be found, they said, 
unless they left their homes and went to some other place. 

It was brought out in the meeting that the people were very dis- 
eruntled with the Government for sending billions of dollars over- 
seas in foreign aid while communities in the United States could be 
utilizing these funds to alleviate human suffering in this country. 
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We were privileged to have Senator Douglas at our meeting to dis- 
cuss some of our problems and offer ways of improving conditions 
and have him, of course, explain the provisions of his distressed areas 
bill, S. 2663. 

President Eisenhower personally directed that Mr. Clyde Miller 
and A. L. Rasher, of the United States Department of Commerce, 
attend the meeting and report back to him their findings of this 
forum. They summed up the conditions in southern Illinois by in- 
cluding in their report that “The area is economically depressed and 
needs Federal assistance.” 

That is what the two gentlemen who represented the President 
had to say after listening to personal testimony from the people who 
reside in southern Illinois. 

Gentlemen, I call these facts to your attention because they reflect 
the opinion of unbiased individuals who were sent into our area to 
review our economic plight. Similar reports will be forthcoming from 
other State and Federal officials in attendance. 

In addition to our industrial plight, our farmers are also experi- 
encing undue hardship. Ina survey that I conducted in my district in 
cooperation with the Bureau of the Census, it was determined that 
there has been a loss of 4,000 farms in my congressional district since 
1951—4,000 since 1951. 

This means only one thing: The small farmer is being forced out 
of business and has been selling his acreage to the larger farmer. This 

can be substantiated by the fact that the aver age acreage per farm 
hen increased. We have also lost over 25,000 people in the past 5 
years who have moved to other sections of the country to find work. 

I think I have expounded long enough as to our need, “Mr. Chairman. 
The main thing, the main concern of mine at this time, is what can we 
do about it? I believe it is incumbent upon the Congress to pass 
some type of depressed areas bill in this session so we may go about 
the task of stimulating the economy of our communities “without 
further delay. 

I have read thousands of questionnaires that have been filled out 
by individuals, organizations, and cities, that I circulated prior to 
this meeting, and I am thoroughly confident that a program designed 
merely to loan money will not be sufficient to cope with the prob lem. 

In addition to loans to communities with which to induce new 
industry by building buildings and other things, I think that some 
type of public works pr ojects such as highways, streets, city halls, 
new schools, additions to old ones, improvement to water and sew age 
systems, artificial lakes to insure an cess water supply, increased 
projects for flood control navigation and new sources of electrical 
power are some of the things that are needed in these communities to 
help stimulate the economy. 

Senator Dovue.as. May I interrupt a moment? You know. of 
course, that section 9 of S. 2663 authorizes the appropriation of an 
additional $100 million for public works and public facilities outside 
the sums carried in other appropriation bills ? 

Mr. Gray. That. is Seaciie right. 

I am happy to say that I have had the honor of introducing a 
companion measure to your bill in the House, H. R. 7962, and I 
realize that. I merely mention this because I think some of the sup- 
porters of depressed areas bills will merely want to make money 
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available to lend to these various communities. I don’t ~ k that is 
going to do the job by itself. I don’t think the economy of some 
of these communities will allow them to put up the ne a capital 
to obtain a loan, 

I think there are going to have to be other types of proj cts oth 
than just lending money to these various communities. That is the 
reason I pinpoint and mention this. 

Senator Doveias. Yes. May I ask this question: Is it not true 
that through the average rainfall over a period of years in southe rn 
llinois has in the past been adequate, though not in certain years, 
nevertheless there is something connected with the soil so that i re 
are no natural lakes in the region, and it would be necessary probabl) 
in order to build up the region, to have a series of aritificial lakes o1 
reservoirs both for the use of the community and to provide industrial 
water for new industry which may come there? 

It would be, therefore, necessary to have a public works and yy 
facilities program to go along with loans to new industries. 

Mr. Gray. That is exactly Tight, Mr, Chairman; not only for pos- 
sible irrigation farming and industry, but in the past 3 vears almost 
every city reservoir in southern Illinois has dried up and they have 
had to pump water from as far as 30 miles away to supply their local 
communities. 

I might say that after looking over thousands of these questionnaires 
I may have some additional recommendations to make to this com 
mittee. 

There is some wonderful testimony in the questionnaires, both from 
individuals and groups, and, due to the fact that the meeting was only 
last Saturday, I haven’t had a chance to go over all of them, of course, 
and I would like to say in closing, before I introduce these gentlemen 
who are going to testify specifically about various projects in southern 
Illinois, that on behalf of all the fine people of southern Illinois I 
would like to urge very strongly upon this committee to take some 
drastic action in an effort to alleviate the critical unemployment situa- 
tion, existing not only in southern Illinois but the other economic 
sore spots of the country. 

We dont’ ask for handouts. but merely to be given some projects 
and tools with which to work so that we may make our area more 
attractive to private industry. 

Every person who came to the microphone to speak at the meeting 
told that we didn’t want doles, but we would like to have some things 
to raise our economy up with the economy of the rest of the country 
and to provide these people with a decent living. 

As I say, there are 31,000 unemployed in my ‘district, plus the 2 25,000 
who have had to move off to other places, including the potash mines 
of New Mexico. Many own their homes and would like to come back 
to them. 

So if you added that figure, we probably would have 50,000 or 75,000 
unemployed, if they all could come back home. This is a matter that 
has been discussed pro and con as to whether or not the Government 
should help these areas, and, in my opinion, after listening to this 
nonpolitical factfinding forum, it is a must for some Federal action 
if these communities are to survive. My hometown of West Frank- 
fort, [l., in 1940 had a population of 15,800. Today it has an esti- 
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mated population of 9,000. Imagine such a loss in population when 
most cities have grown considerably since the war. 

Last week, on the very day that I called the factfinding forum, we 
had a very large department store on Main Street, one of the largest 
in town, close, after 35 years of operation, because of economic con- 
ditions—35 years in the same spot, and it closed the very day we had 
this forum. 

Senator Dove.as. That is the same thing that happened in John- 
ston City. 

Mr. Gray. That is right. All those towns. I again say I certainly 
appreciate this opportunity. I am at the disposal of this committee 
any time that I can give information that I have derived from these 
questionnaires or from personal knowledge of the problem. The ques- 
tionnaires contain the unbiased opinions of the people of southern 
Illinois, regardless of political affiliations, and we are at your com- 
mand at any time. 

At this time I am privileged to have some gentlemen from my dis- 
trict, one from Southern Illinois, Inc., in Carterville, Il. 

He has been working over the past years to interest new industry. 
He is executive secretary. His name is Mr. Goffrey Hughes. We 
also have Mr. Richard Poston and Dr. William J. Tudor, of the 
Southern [linois University, who are with the Community Develop- 
ment Division. And I do not know which one of these gentlemen 
would like to speak first. But I will ask Mr. Hughes to come first. 
He is the executive secretary of Southern Illinois, Inc., a nonprofit 
organization with only one aim in mind, and that is to promote the 
welfare of southern Illinois and its people. 

I will introduce Mr. Hughes. 


Senator Doveras. Perhaps Dr. Tudor and Mr. Poston should also 
come forward. 


STATEMENT OF GOFFREY HUGHES, EXECUTIVE SECRETARY, 
SOUTHERN ILLINOIS, INC., CARTERVILLE, ILL. 


Mr. Hugues. I should like to digress at the very beginning and say 
that what has been said by Senator Sparkman, and especially what 
Senator Humphrey said certainly applies in a general way to southern 
Illinois. And now I shall read from a prepared statement. 

Mr. Chairman, and members of the committee, as executive director 
of Southern Illinois, Inc., and in behalf of my board of directors and 
the membership of our organization, I want to express our appre- 
ciation for the privilege of this appearance and the opportunity of 
acquainting you with the economic problems of the southern com- 
munities of Illinois. 

Unless otherwise stated, I shall direct your attention to the needs of 
the 16 southern counties with a total population of 355,303 in the 
1950 census. The cause of our distress is traceable to many factors, 
each of which is affected by the others. 

I cannot say that any one circumstance or condition produced our 
problems, but I would have you understand that a diversity of con- 
ditions has developed, leaving us with a persistent problem of un- 
employment with its attendant necessary but deplored public relief 
oat general assistance cases in numbers that reflect unusually high 
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percentages of the total population. See pages 2 through 6 which 
I shall not read. They are just to document that statement. 


COAL MINING 


For years five of our most populated counties, Franklin, Jackson, 
Perry, Saline and Williamson, depended on our basic resource coal. 
Employment in the shipping mines of Illinois declined from 85,037 
men in 1920 to 28,246 in 1950. 

Further reduction followed with employment 26,936, 21,674, 17,201, 
and 15,252 in the subsequent years extending through 1954. Ow 
southern counties were producing about 40 percent of the total ton 
nage but since World War II a disproportionately higher reduction 
was suffered because of higher coal costs in old deep- shaft mines. 

Our coal industry once enyojed four major markets, namely, the 
domestic, manufacturing, steam railway locomotive, and the genera- 
tion of electricity. Substitute fuels have made great inroads in the 
domestic market and in the factories. The diesel locomotive has all 
but replaced the steam engine on the railroads. But the generation of 
electricity by coal is a bright and encouraging picture. The export 
market enn with the fluctuations of the international crises. No 
chemical use of the byproducts of southern Illinois coal has had any 
noticeable effect on our markets. 


OTHER MINERALS 


Hardin County has the largest known reserves of fluorspar in the 
United States and leads the national production of that strategic and 


critical material, but importations from Mexico leave 300 unemployed 
and several hundred others with only part-time employment. 


FARMING 


Our farm economy has the general reverses of the average national 
situation and, in addition, these adverse factors have added to our dis- 
tress. Since our farm production is relatively low, when compared to 

the rest of Illinois, we have such reduced margins of profit that during 
1945 and 1954—that is a 9-year period there—our area suffered a loss 
of more than 6,000 farms, which is supported by figures here. And 
this does not conflict with what Congressman Gray said there, because 
his figures were for 1950 to 1954. 

In 1954 these counties suffered a severe drought. In the latter part 
of 1955 the same area was further damaged by a prolonged dry period. 

The counties of Union, Jackson and Johnson produce fruit—apples, 


TIMBER 


Our timber resources have had the interest, encouragement and sup 
peaches, strawberries, et cetera—in great quantities. Only once before 
in recent times have they experienced low temperatures of such killing 
effect as in the early spring of 1955. The result was practically 100 
percent loss in peaches and a greatly reduced apple crop. 
port of the Federal and State authorities for almost 20 years and re- 
sults are heartening and hopeful. The men of the United States For 
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est Service—both in research and in charge of the Shawnee National 
Forest—give promising reports on their experiments and progress. 
With such continued help as the recently dedicated wood products pilot 
plant at Carbondale and the cooperation of the State government, we 
may yet become a great commercial wood producing area. 

Senator Dougias. Mr. Hughes, is it not true that research has been 
carried on, with very promising experiments and development in the 
case of the pine tree, which will combine the rapid-growing qualities 

of the loblolly pine with the straightness of the white pine? 

Mr. Hucues. That is quite true, Senator Douglas. And we are 
hopeful that that is going to be one of the things that we will have more 
of in our area. 

INDUSTRIAL DEVELOPMENT 


The chambers of commerce, the industrial development departments 
of our railways and utilities and our organization—Southern Illinois, 
Inc.—have been able to attract an average of 1,000 new manufacturing 
jobs to this area each year since 1946. 

However, our best efforts hav not equaled our losses of employment 
in the closing of coal mines, farms and other curtailments resulting 
froma depressed economy. In the lower counties along the Ohio River 
a great many building tradesmen are stranded because of the comple- 
tion of the Atomic Energy Commission’s construction at Joppa, IIl., 
and Shawnee and Kevil, Ky. 

Others have migrated, leaving the communities of Brookport, Me- 
tropolis, Cairo, Mounds, and Mound City with the problems of sur- 
plus housing and diminishing tax receipts to support their local 
governmental units. See letters from business agents represent- 
ing various building and construction crafts of southern Illinois. 

1 shall not read those letters. But to digress here, I invited busi- 
ness agents of our local unions, especially in the construction trades, 
to tell of the situation. And it is rather distressing to see the com- 
ments they have passed along to me to bring and present to this 
committee on this occasion. 

Now, I might be presumptuous; but at this point I am going to 
offer some recommendations. 

Up to this point I have tried to present a reasonable and factual 
account of the situation in southern Illinois as I understand it. Now 
L should like to offer some recommendations for solutions to our 
problems. 

Our task, simply stated, is to find ways and means of restoring 
20,000 unemployed people to gainful and productive employment. 
One great contribution to that end would be to cure the coal indus- 
try. Below I shall offer a suggestion that will cost an amount equiva- 
lent to the excess cost of gener ral public assistance for a 5-year period. 
But before I do that I would like to digress again. There is a little 
difference in the figures there. These reports report about 20,000 
people unemployed in the lower 16 counties. Those are the people 
that are clamoring for jobs at our employment offices at West Frank- 
fort, Herrin, Murphysboro, Cairo, and Harrisburg. It is frequent- 
ly estimated that there are eran ten or eleven thousand more 
people who have despaired of getting employment and have sort of 
resigned themselves to just being on relief. 
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As I said: Our task, simply stated, is to find ways and means of 
restoring 20,000 unemployed people to gainful and productive em- 
ployment. One great contribution to that end would be to cure the 
coal industry. Below I shall offer a suggestion that will cost an 
amount equivalent to the excess cost of general public assistance 
for a 5-year period. 

Now, I mean by excess cost the cost beyond what a natural or aver- 
age situation would be in an average section of the United States. 


SUGGESTED SOLUTIONS FOR THE COAL INDUSTRY 


Five southern Illinois counties have known mineable coal reserves 
of 16,713,472,000 tons (Illinois State Geological Survey Bulletin No. 
78, published 1952). During 1954 those same 5 counties produced 
16,113,000 tons. Simple arithmetic indicates, at the 1954 rate of 
production, a 1,000 year supply. 

Coal is bulky and needs freight advantages and concessions. 1 
propose that the inland water barge routes be extended from the Mis 
sissippi River, up Big Muddy River to the site of the proposed Rend 
Lake and thence up to the Franklin-Jefferson County line. 

I also urge that Beaucoup Creek be canalized from its mouth on 
Big Muddy River to a point where it flows under the Illinois Cen- 
tral Railroad, southeast of Pinckneyville, Ill. Also consider open- 
ing the Big Saline River up to Equality. See map, page 15, show- 
ing inland waterway of Ohio and Mississippi Valley, with suggested 
improvements mi arked in red. 

These newspaper headlines stimulate me to urge these much-needed 
improvements : 

“Olin Mathieson Expands Activity in Related Fields”; announced 
plans to build a primary aluminum plant in the upper Ohio Valley. 

“Kaiser Corp. Plans Plant in Coal Area—$120 Million Aluminum 
Reduction Factory to be in Ohio Valley,” to be built at Ravenswood, 
W. Va. 

Now, to digress, we have provided information and surveys and so 
forth for those people for our area, and we want to make this very 
clear: We do not propose to take anything away from other areas 
that are equally deserving. But we do seek the opportunity to com 
pete on an equal basis. “And the map that I have here shows the 
inland waterways of the United States, especially the Ohio and 
Mississippi Valley. 

Southern Illinois needs inland waterw ays up to these coal fields, not 
so much to ship coal out, but to bring in the raw products so we 
could do manufacturing up in that area so that these 20 or 50 thou 
sand people could have jobs in their home communities. 

The cost of this proposal, with necessary accompanying dams for 
impounding water on the upper Beaucoup Creek and in the proposed 
Rend Lake on upper tributaries of Big Muddy, should not exceed 
$30 million. 

Our people see newspaper accounts of proposals to give $56 m'!'on 
is an outright gift for the construction of a dam on the Nile P) ver 
in Egypt. They also read a United Press report, dated November 
29, 1955, “Engineers Approve Wabash River Dams,” proposing ex 
penditure of $42,435,000 for 3 dams in the Logansport and Hunt 
ington area of Indiana. 
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Again, let me say that we accept the judgment of those making 
such favorable decisions for those areas and respectfully solicit the 
same sympathetic understanding of our needs. 

Such proposed canalization of Big Muddy River and Beaucoup 
Creek would make the very heart of our distressed southern Illinois 
area accessible to the barge routes on the whole North American Con- 
tinent when the St. Lawrence seaway is finally completed. I can 
envision processing plants for aluminum, iron ore fines, and chemi- 
‘als being located along these routes. It is also possible to have elec- 
tric generating plants at the mine site, with adequate water at the 
same location for cooling, thereby reducing the cost of electricity to 
other industrial users. 

All of these developments would attract related and allied manu- 
facturing concerns. 

Senator Doverias. Mr. Hughes, I am glad you mentioned this latter 
point, because it sharpens up the colloquy which I had with Congress- 
man Gray; namely, the fact that you will need to have additional 
large reservoirs—water to attract a wide variety of industry there; 
is that true’ 

Mr. Hvueues. That is true. 

And we will need a cheaper rate of electricity. And I propose that 
if we could have this big reservoir of water for cooling right on top 
of the coal, we could get away from the attendant expense of the 
freight, shipping the coal down to a generator on the river, and then 
the cost of transmitting that power back to the distressed area. 

Senator Doveias. Do you think your localities have sufficient re- 
sources to construct these large artificial lakes and reservoirs by 
themselves ¢ 

Mr. Hugues. Oh, no, Senator Douglas. 

Senator Dovenas. So, you think that a public-works program such 
as is contemplated in section 9 of this bill is necessary ; is that correct ? 

Mr. Hueues. I certainly do. 

All of these developments would attract related and allied manufae- 
turing concerns. 

Mr. A.C. Ingersoll, Jr., president of Federal Barge Lines, St. Louis, 
in a speech before the Traffic Club of New Orleans on October 10, 
1955, spoke in glowing terms of the advantages of “the 6,090 miles of 
the priceless asset of our unmatched system of inland waterways.” 

He cited benefits to industry, farmers, consumers, and even to com- 
peting carriers. If that be true, it would certainly be a cure for the 
coal counties of southern Tlinois. : 

A second assist for the coal industry would be the development of a 
pilot plant for the extraction of chemicals and exploring new uses for 
the coal-carbon residues. I understand that great possibilities lie in 
this field. 

Senator Dovetas. May I interrupt there. 

Am I correct in my understanding that a high-pressure method for 
the extraction of the chemical byproducts of coal requires an extremely 
high capital investment, but that low-pressure methods can be put into 
effect with rather small investment ? 

Mr. Hvenes. It is my understanding that is true. And the Union 
Carbon & Carbide people have made experiments and I think have 
come up with answers to the high-pressure method by using tre- 
mendous amounts of money. By the low-pressure method, I am told, 
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pilot plants ean be made big enough to be commercially profitable for 
a million and a half or possibly $2 million per unit and a good sub 
stantial coal company can provide their own just as they do now pro 
vide their own coal-washing treatment processing plants. 

Senator Doverias. Whereas, the high pressure method would proba 
bly require an investment much higher, and the lower pressure method 
requires a smaller capital investment and would be based on a number 
of diffused plants located at local mining centers, and would, there 
fore, preserve existing communities more than the one very expensive 
plant? Isn't that true? 

Mr. Huaues. That is true. And it would be private enterprise 
in that after it was started, each good coal mining concern could own 
their own and operate their own. 

Senator Doveias. Have you ever studied the developments in the 
Ruhr industry in Germany? 

Mr. Hucues. No; but I understand that this low-pressure method 
came from there. 

Senator Dovetas. I was much interested in going through the Rul 
in the early 1930's, which is the center, of course, of the steel and coal 
and chemical industry. I found no smoke there. And I contrasted 
it with Pittsburgh as it was then, and the explanation I was given 
was that what was wasted in smoke in this country was utilized 
Germany for byproducts. 

So, the Germans made their development of the chemical industry 
by tying it onto coal and steel and developing the coal-tar byproducts. 

Mr. Hvuenes. I think further exploration should be made, because 
I have been told—I have not been able to verify it yet—that even the 
fines, the iron-ore fines, of the Minnesota ranges that are the waste 
product from the mining operations there could be brought to our 
area by a barge route and reduced and made into pig iron, and so 
forth, with our residue from our low process. I am not a chemist, 
however, and I am not a coal engineer in any sense of the word; and I 
just offer that as a suggestion. 

A third suggestion is that you look with a critical eye on the 
effect on the coal industry by the importation of low grade residual 
oil. 

Senator Dove nas. I will refer that to the Director of Defense 
Mobilization, Doctor Flemming. 

Senator Purretn. That was referred to the legislative body and 
was acted on last year. 


EDUCATION AS A CURE FOR UNEMPLOYMENT 


Mr. Hvueues. The solution to the coal problem will take from 3 to 
5 years and will affect most directly those people living in the coa! 
producing counties. I now suggest that consideration be given to 

1 program of reeducation for our trainable relief clients and other 
unemployed people whose physical and mental qualifications are such 
that such training could be justified. 

It has been my observation that educated people, for the most part, 
are employed, even in our distressed labor areas. It is the unskilled 
and uneducated that create our problems. We need a change in our 
publie assistance. laws, from one of continuous or perpetual relief to 
one of rehabilitation. Why should relief money when spent not be 
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used to enhance the recipient’s ability to reenter the labor market 
with a knowledge, trade, or skill that will make such a person self- 
supporting ¢ 

I think the public aid commissions should be authorized to enter 
into training agreements with existing qualified training schools for 
the purpose ‘of ‘teaching practical vocational skills that industry and 
society will buy. 

Many of our people are ex-coal miners or ‘ex-farmers and are 
stranded between older industries that did not require close tolerance 
skills and technical knowledge. Such a program could greatly re- 
duce the relief and unemployment rolls within 3 years. 

Senator Dovenas. Mr. Hughes, have you had occasion to study sec- 
tion L5 and 16 of S. 2663 ? 

Mr. Doveias. Yes; I have, Senator Douglas, and I certainly con- 
cur. 

Senator Doveias. Those sections provide, do they not, an additional 
13 weeks of unemployment compensation financed by the Federal 
Government on condition that the recipient take adequate retraining 
in schools which are also authorized and which shall be started by 
the Department of Labor. 

Mr. Hueunes. I think that will be a great encouragement; but will 
there not need to be some other pressure on the public aid program 
to get them to push from their end also? 

Senator Dovue.as. Yes. 

Mr. Huenes. That would seem so to me. 

Senator Doveras. Do you favor sections 15 and 16? 

Mr. Hueurs. Very much. That will support my contention that 
education will cure the unemployment, especially among the train- 
able. 

Now, I grant you that if a man is past the age or his physical con- 
dition is not such that would justify it or maybe his previous training 
and experience would be too low, it would be a waste of money; but 
I believe there would be a great percentage of these people who 
would benefit from such training. In fact, I. know both in our gen- 
eral assistance program, and in our aid to dependent groups, you 
will find qualified and trainable people for this program. 


INDUSTRIALIZATION 


Until after World War IT this area was not considered an indus- 
trial area. Since that time several hundred small industries and a 
few large nationally known industries have been induced to locate 
here. 

We have the competition of lower wages down South and other 
general inducements some Southern States have seen fit to offer. We 
also compete with lower electric rates in the TVA area, just across 
the Ohio River from our southern Illinois counties. 

We are not criticizing those States, because we know they have 
their problems too, and that is the way they answer them. 

We also compete with lower electric rates in the TVA area, just 
across the Ohio River from our southern Illinois counties. 

Senator Doveras. Mr. Hughes, do you have any estimate of the 
relative difference between industrial power rates in southern Illinois 
and in Kentucky ? 





DEPRESSED AREAS 109 


Mr. Hucues. Yes. The rates down there are less than w hat they 
ure in southern Illinois. But I don’t want to get involved in the con- 
troversy that exists between public power and the subsidized power. 

Senator Dovéias. No; I am not going to get into that. I merely 
wanted to ask that question. 

Mr. Hucues. The rates are about 50 percent. 

Senator Doveras. In Kentucky as compared with 

Mr. Hvueues. In the TVA area. 

I wouldn’t say the privately owned utilities in the area would be 
that much lower, because I don’t think I would be right to say that. 

I hope to reduce electric rates in our area by the proposal that I 
mentioned earlier: to put the generating plants at the site of the coal 
with adequate water and specify that their rates be set to generate 
electricity low enough—and we know it can be done—to attract 
industry. 

Senator Doveras. I am glad to have you make that suggestion, be- 

cause I made that suggestion 30 years ago. 

Mr. Hvcues. I am a little late, then. 

I may digress to say that I think we in southern Illinois didn’t start 
on our ‘problems early enough or we wouldn't be in the shape we are 
in. But we are alert now, and we are hopeful that out of this session 
and the bill that is proposed something good will come. 

Senator Purre.s. You speak here ‘about the competition of lower 
wages down South and other general inducements. Have you found 
vourself able or have you tried to match, for instance, the tax-free, 
tax-exempt inducements that are made by some Southern States ¢ 

Mr. Hugues. Our Illinois laws will not permit that. And I am not 
being critical of those Southern States, because I know their problems 
down there. And perhaps if I were there, I would justify them. 

In order to succeed, our communities have organized industrial com- 
mittees and have subscribed sums running from $50,000 to $400,000, 
depending on the size and financial ability of the community, to be 
used to purchase sites and finance buildings to attract re 
Herrin is a fine example of such efforts and they have attracted 5 
major industries, employing approximately 3,000 ‘people. 

Such results naturally encourage other communities to try et 
plan. To adequately finance such undertakings not thousands but 
millions of dollars are needed. We can use local funds for a small 
part, but the major part must come from large trust funds and insur 
ance companies. Since this is a capital-deficient area, we urge you 
to set up a revolving fund that can be borrowed by our communities 
when secured by leases from financi: ally solvent manufacturers. 

Senator Doveras. And I take it that you approve of the general 
purpose, at least, of section 8? 

Mr. Hvuaues. I certainly do. 

Senator Doveras. What do you think of Senator Hum ery s sug- 
gestion that it should include renovation of existing plants? I don’t 
suppose that is as important in your area ? 

Mr. Hvueues. In just a moment I will comment further on that, 
Senator Douglas. 

Senator Doveras. What do you think of the proposal that the 
machinery be financed as well as new buildings ? 

Mr. Hvucues. I would say that I would not be in favor of 
giveaway program to someone that wasn’t responsible. 
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Senator Doveras. These are loans. 

Mr. Hucnes. Loans to responsible people who are solvent finan- 
cially; yes. Because if you bring somebody in there that is not finan- 
cially solvent and is not experienced in manufacturing, it turns out 
to be a detriment rather than a help. Do you see what | mean? Yes; 
I would be in favor of that, too. 

We now have a proposal that will employ 1,000 to 1,200 men. Now, 
this is an expansion of a substantial industry visiting our area. It 
will require about $500,000 local investment and a loan from someone 
amounting to $1,500,000 for 15 to 20 years at 44% to 5 percent interest. 
We shall make every possible effort to do the job. We don’t know 
where that million and a half dollars is going to come from, but we 
are not going to let this outfit get out of southern Illinois if we can 
help it. Weare going to make every possible effort. 

I emphasize this to impress the committee that we are not sitting 
down there, as Congressman Gray has said, with our hands out ask- 
ing for a gift, a giveaway, or a dole, or anything like that. We are 
willing to match, so far as our resources will permit; in Congress- 
man Gray’s hometown today an industry is expanding from a neigh- 
boring State. And his hometown will be asked to build a building 
of 100,000 square feet that will cost in the neighborhood of $450,000. 
His community will be asked to put a third of that money cash on the 
line to get that factory—300 or 400 jobs. And I already know they 
are going to lay it on the line to get that factory. Now, that is how 
eager we are down there and how willing we are to do all we can. 

Senator Doverias. Just one question. If you cannot get the loan 
of a million and a half dollars from private facilities—of course, we 


hope you can—do you think you might be helped by section 8 or some 
section in the bill ? 

Mr. Hueuers. Yes. We are hopeful that we can stall the deal until 
such a time as that will come about. We certainly are. 


UNITED STATES FISH AND WILDLIFE SERVICE 


We have the good fortune to have the United States Fish and Wild- 
life Service at Crab Orchard Refuge operating buildings left intact 
at Ordill. These buildings formerly housed the Illinois ordnance 
plant, a shell-loading operation during World War II. 

Approximately 800,000 square feet of good manufacturing space 
is available to industry; 15 or 20 substantial manufacturers are oper- 
ating there and employ 2,000 to 2,500 people. The management of 
that agency of the United States Department of the Interior has been 
very cooperative and helpful. 


PUBLIC WORKS 


I consider a public-works program a “must” for the immediate 
alleviation of suffering in this area. We need large reservoirs of water 
for industry and flood control. We need extensions on our water- 
works and sewage-disposal plants. We need new roads and repairs 
for our old roads. Our cities have suffered serious financial difficul- 
ties because until this year, 1955, they depended on inadequate tax 
revenues. 

Senator Purreit. May linterupt? Yousay until this year. What 
means have you taken to overcome that—what legislative action ? 
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Mr. Hucues. Senator Purtell, in answer to that, I will read the 
next sentence in my statement : 

Since our general assembly permitted cities to levy a one-half percent sales 
tax, they are on the road to solvency and could match some funds with a Federal 
works program. 

Senator Purreit. That was action taken at your State level ‘ 

Mr. Hvucues. That is right. And now I believe they could meet 
you part of the way on a program to do these things. But before 
that, it would have been useless to even suggest that. I placed the 
works program near the end of my suggestions because I believe it 
only provides an immediate solution to a pressing need and I do not 
pon it as a permanent cure. We want a healthy economy based 
upon our resources and our ability to compete equally in commerce 
and inducements to industry. 

Senator Doveras. Mr. Hughes, while it is true that the construction 
of these Federal works cease to give employment to those areas im 
mediately, they would have left behind the water reservoirs and the 
artificial lakes which would be a great stimulus to drawing industry; 
so that their effect would be permanent and not transitory; is that 
not true ¢ 

Mr. Hvueues. Yes. And it could be that this public-works program 
could work in and fit into this more permanent type thing. And, 
as you say, we would have the barge line, the canalization program, 
the lakes, and the other things that would be of permanency. 

Senator Dovcias. You could have your programs for generating 
power at the mine mouth and for extracting the byproducts without 
the barge development, the deeping of the rivers; isn’t that true? 

Mr. Hucues. That is true for generating electricity but we shall 
the canalization of Big Muddy to get iron ore fines and other raw 
materials necessary for full utilization of our coal resources. 


FEDERAL MAXIMUM SECURITY PRISON 


There is a Federal project that has been suggested, perhaps at news- 
paper levels—I don’t know, but I believe a Federal penitentiary has 
been proposed for somé community near the center of United States 
population. We can qualify for that project and would be pleased 
to have it located in southern Illinois. 


AGRICULTURE 


A healthy agriculture is a problem that confronts so many areas that 
it is not peculiar to a distressed area. However, we seem to be suffer: 
ing more because of our marginal operations. We do hope you will 
continue to encourage good farm practices and further the develop- 
ment of our southern Illinois timber resources and potentialities. I 
doubt if a fair and full solution to the farm problems of this Nation has 
yet been proposed. I am trying to get people off relief rolls and I 
am not going to suggest that the farmer be further subsidized as a 
permanent policy. 

CONCLUSIONS 


I believe our chronic unemployment and excessive relief problems 
can be cured permanently by— 
i. Helping our coal industry— 





112 DEPRESSED AREAS 


(a) By providing inland waterways to attract raw manufactur- 

on ts to the coalfields for processing. 
(6) Developing coal-utilization plants. 

(c) Impounding great reservoirs of water at the site of the coal 
reserves to generate ~ cheaper electricity and encourage chemical in- 
dlustries to locate in southern Illinois. 

(4) Reduce imports on competitive fuels. 

Provide educaton for trainable or educable unemployed and 
relief clients to upgrade their skills so industry and society will employ 
them. 

Making funds available for purchase of sites and construction of 
buildinen to attract industry and to make loans more easily obtained 
for responsible smal] business. 

4. Start a comprehensive program of public works to provide interim 
employment until the more permanent and lasting remedies can be 
achieved. 

Someone asked awhile ago about buildings; if it were not for these 
surplus buildings left at the end of World War Il we would have lost 
many industries that we now have, because we just did not have any 
manufacturing buildings in southern Illinois at this time. 

Senator PURTELL. Actually, what you are trying to do is not re- 
tain industries that require buildings but to induce or encourage 
industries that will require buildings | to come into this as a new ven- 
ture to replace the type of employment previously available and no 
longer available; is that correct ¢ 

Mr. Hueues. Our success has been in the fact that Universal Match 
has a branch inthere. Sangamo Electric has a parent plant at Spring- 
field; but they needed to take on an extra product that could very 
easily be moved to our area; so the second plant is in our area. 

Borg-Warner has come to Herrin. Now we didn't take anything 
away from anybody else. They just came there and started a new 
operation. And we profited tremendously. Allen Industries, of De- 
troit still have their Detroit operation, but they are operating a sub- 
sidiary down in our community. And that is the kind of thing we 
like, because we can do that without offense to anyone. 

At the end of my report there are some direct quotes and com- 
ments from responsible people in various communities of southern 
Illinois that attended the meeting, the fact-finding forum, called 
by Congressman Gray on December 31. And it says things in their 
words that will support some of the things that T have ; said. 

Thank you, gentlemen. 

Senator Purrert. You have certainly given this a great deal 
study, and I have learned much from listening to your testimony, 
and I thank you for it. 

One thing I wondered if you would help me in my thinking about 
a little bit. Do you think that there ought to be any minimum wage 
of any kind tied up with this? My reason for asking that is this: 
that it has been the experience of some communities in inducing in- 
dustries to come in where they were in distress that they found “that 
they had harnessed on the community a very low-paying industry that 
acutally was retarding the industrial growth of the city because they 
weren't pouring very much in in the way of expendable wealth. 

I wondered if you had thought about that. Now, it is possible 
where we are talking about Federal loans here—it might be possible. 
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I would judge, under this law that one might well make a loan, 
community or a group might ask for a loan, and it might well result 
in just such a thing which might prevent your community from 
obtaining that particular industry. Therefore, do you think ther 
ought to be some minimum-wage guaranty tied up in these loans‘ 

Mr. Hueues. I will say it like this: The minimum-wage law that 
was passed at the last session of Congress will be of material help to 
us in southern Illinois, because we have been competing with 75 cents 
an hour wages in the lower States of the Nation. That is history 
already. T hat will help us. 

Now, on the other, I don’t know that I would insist that you put 
any more into it than what you already have for this reason: during 
the last few years we have been working very closely with our labor 
unions, our organized-labor people down there, until we have them 
sitting on our ‘board and advising us and writing letters to us and 
doing all the things practically that we could ask them to do; and 
yet doa responsible job of looking after the interests of their people. 
And I think that they can cope with that situation without putting 
it in the law other than what we already have in the law. 

Senator Purteit. Well, they can in your State, but they can’t in 
other States unfortunately. I mean unfortunately as far as mini- 
mum wages go. So, I wondered whether or not some protection ought 
not to be given. There will probably be, assuming that this law is 
passed, and what other moneys were appropriated for this use, sub 
stantial demands on it. Now, you are talking about interstate com 
merce. 

Now, it well may be that moneys might be asked for loans for 
intrastate that might—asked for the produc tion of goods that might 
be sold intrastate where a wage of 45 cents an hour might induce 
somebody to go away—under other conditions—equal conditions, that 
might be an attractive market in your State. 

Mr. Hueurs. We could cope with that situation. But for others 
I can see your point. And perhaps it should be. Maybe the basic 
dollar an hour minimum wage would be sufficient. I do not know. 

Thank you very much, gentlemen. 

Senator Dovenas. Congressman Gray, do you want to introduce 
the next witness ? 

Mr. Gray. Yes, Mr. Chairman. 

Consistent with your time, of course, we have two more witnesses 
from southern Illinois, both from the Southern Illinois University, 
Dr. William J. Tudor is with us and will be the next witness. 

He is in charge of the area development division of the Southern 
Illinois University. Dr. Tudor? 


STATEMENT OF DR. WILLIAM J. TUDOR, AREA DEVELOPMENT 
DIVISION, SOUTHERN ILLINOIS UNIVERSITY, CARBONDALE, 
ILL. 


Dr. Tupor. Chairman Douglas and members of the Senate Com- 
mittee on Labor and Public Welfare, I appreciate the opportunity 
to appear before you and present testimony concerning the problems 
of our economically depressed area. 
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I represent Southern Illinois University, where I direct the area 
services activities, and incidentally, I might add that I am president 
of the Carbondale Chamber of Commerce. 

The function of the divison under my direction is that of dealing 
primarily with the economic and social redevelopment of the southern 
one-third of Illinois, which can be classified as a depressed area. 

The economic conditions which are found in southern Illinois are 
not new. Our depressed condition is not temporary, nor of recent 
vintage, nor are we alone in the conditions we find present in southern 
Illinois. The pictures on the exhibit here are very familiar to me. 
I have seen many of them—I have seen many similar conditions, and 
[ have in my files pictures that look very much the same as these that 
were taken as material for a report of conditions during the great 
depression of the 1930's. 

Our conditions are similar today to what they were then. His- 
torically, they can be traced to the overemphasis of one industry, that 
of mining coal. Ina real sense, we can say that we are victims of war. 
When we go back to World War I, we find there was a great emphasis 
on the need for coal, and many miners were sent down in the pits to 
dig the coal that would help win World War I. 

Following the close of the First World War, people continued to 
use coal, but the rate was not as great, and we stockpiled some and 
started laying off miners. This produced a depression condition at 
the time. 

The depression of the 1930’s actually started in southern Illinois 
in the late twenties. Some communities in southern Illinois, during 
the great depression, had practically all of the families in the com- 
munity receiving relief. However, as World War II came along, a 
need for coal again appeared, and great activity was found in our 
coal mines, so that again, miners were sent down into the pits to mine 
che coal to help win the war. 

As World War II ended, many coal miners were let out. Also, much 
mechanization took place during World War II because of the man- 
power shortage, so that we didn’t need as many people in the mines 
as earlier. This end produced a situation where we had a slackening 
off of employment, and no other source of employment in the immediate 
area, 

Along with this, many people who had left southern Illinois to work 
in war plants returned to the area, drawing unemployment compensa- 
tion until these funds were exhausted. War plants such as the one at 
Crab Orchard Lake were closed down, which also turned away many 
people who had been employed. : 

Veterans returned. The Korean war did not bring about much of 
a change because of its short duration, and the fact that the stockpiles 
were rather large prior to the entrance into that situation. 

it should be noted that. due to the great emphasis on the mining of 
coal, agriculture in the area was allowed to decline with many farmers 
doing to work in the mines and not keeping up the soil fertility and 
not using good management on the landholdings they had. 

Not only do we find poor soil fertility in the area, but the size of 
holdings is small, which complemented the work in the mines so that 
the miner could work part-time on the farm and keep his farm while 
not. on duty in the mines. It should be noted that many communities in 
southern Illinois were established approximately 100 years ago. They 
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grew slowly, but during the booming in the coal industry they devel 
oped rapidly in population. 

This cali a need for business districts with store buildings 
being built, streets being paved, sidewalks being built, but a period of 
time has elapsed now where these streets are worn out. The sidewalks 
have been allowed to run down. Store buildings need to be remodeled 
or rebuilt. 

Due to the economic conditions, the people cannot produce the tax 
revenue, nor are the merchants able to maintain the size of business 
that warrants building new stores and putting on new store fronts, so 
that the general appearance is not what would be most attractive to 
industry. 

Even with great sacrifice, many of the communities have had diffi 
culty maintaining good schools and good churches, and that has been 
a serious drain on the economic resources so that funds are limited 
for other purposes. 

Senator Doveras. Dr. Tudor, then when the young people finish 
high school or finish the university, do they stay in southern Ilinois, or 
are they tending to move away ¢ ' 

Dr. Tcpor. They are tending to move away, and I have testimony 
later referring to that. From this background, it might be well to turn 
to some of the facts to give a picture of the extent of the problem as it 
exists today. 

It is extremely difficult to say just how many unemployed people 
we have in southern Illinois. A year and a half ago, the Illinois De- 
partment of Labor made a survey of the applicants for employment 
and the claimants of unemployment compensation. 

This survey was made from May to July of 1954, and included 30 
of the southern Illinois counties. They found at that time that there 
were 20,697 workers who completed questionnaires for this survey. 
Note, this is not a report of the total unemployment, but those whe 
replied to this survey. 

It is well known that a substantially larger number of people are 
unemployed than those who have applied at the employment offices. 
It is also recognized discounting seasonal variation we have a more 
serious situation in May and July of 1954. 

One might ask “Who are the unemployed in southern Illinois? Are 
they people not fit for occupations? Are they too old to work? Are 
they women who are not really seeking employment ?” 

The facts from this survey prove these are not true of this employ- 
ment. The median age was 39.7 years. About 40 percent were under 
30 years of age, and only 26.4 percent were over 50. Nearly three- 
fourths of these workers were males. 

When we compare these figures with the results of the 1950 United 
States census for the State of Illinois, one finds only 71 percent of the 
workers were males and that the proportion of statewide unemploy- 
ment in the under 35 group was considerably higher; namely, 35.6 
percent. 

While there was relatively little difference in the number of unem- 
ployed workers in the 50-and-over group, the census reported about 
25.6 percent of the Illinois unemployment in that category. 

We find that many of these unemployed workers are skilled. In 
fact, about one-fifth, or 4,519 could be classified in the skilled occupa- 
tional group. As would be expected, the semiskilled and unskilled 
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workers constituted the nae occupational components of the south 
ern Illinois workers’ survey 

This merely reflects the great numbers of manual laborers usually 
found in areas with industrialization found here. The semiskilled 
classification included a substantial volume of sewing-machine oper 
ators and truckdrivers. Workers in the skilled occupations and bi- 
tuminous coal mining constituted the largest single segment of the 
skilled group, but approximately 1,100 were in this category. 

Skilled nonmining occupations with significant representations 
were carpenters, maintenance mechanics, auto mechanics and are weld 
ers. The survey also investigated the last industry attachment of the 
applicant. A total of 12,150 or 58.7 percent of the workers were last 
attached to nonmanufacturing activities, coal-mining construction, 
retail trade, -petroleum products, and other mining and quarrying 
accounted for over 76 percent of the nonmanufacturing worker total. 

Senator Purre.t. That certainly presents a serious problem there of 
training, doesn’t it ? 

Dr. Tupor. It certainly does. Later, I will point out that we at 
the university have recognized that particular need. 

More than 3,400 of the surveyed workers reported coal mining 
as their last industry. A greater number than any single activity. 
Last employment in construction was reported by more than 3,00€ 
workers. 

There is a mistake in the prepared testimony, if you will please note 
the error. It is 3,000 rather than 33. 

Approximately 40 percent of the workers reported some manufac- 
turing activities as their last industry attachment. Slightly over 
half, or 52 percent of this group, had last worked in the m: anufacture 
of transportation equipment and other products. 

Some 1,712 had been in transportation equipment work, while 1,363 
reported last working in a parallel industry, and 1,218 in leather 
products. 

Senator PurretL. When you speak about the 1,712 in transportation 
equipment work, is that mostly with automotive? You don’t have 
any railroad yards or railroad houses? 

Dr. Tupor. We have some. For example, Mount Vernon did have 
a car manufacturing plant that is now closed. 

Senator Purre.y. But this would be mostly, would it, in the auto- 
motive field, or do you know ? 

Dr. Tupvor. I would think mostly railroad, although some have 
returned to southern Illinois that at this particular time were not 
working in Detroit in the automobile plants there. I think that is 
what you are getting at, and that is part of the picture, although not 
the major part, certainly. 

One suggested solution to the problem in southern Illinois has been 
that of giving a railroad ticket to the unemployed. 

Senator Dovetas. I believe this was the suggestion made by a cer- 
iain Chicago morning newspaper in the month of November. 

Dr. Tupor. In an editorial, yes, 

This is not a satisfactory solution to the problem in southern IIli- 
nois. This is particularly brought out by the survey made by the 
illinois Department of Labor. Some 97.2 percent of those reporting 
indicated that southern Tlinois was their permanent home. Of the 
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20,109 who considered southern Illinois their permanent home, 
percent, or 10,518, owned the home in which they lived. 

Who among us can say that these people should give up their homes 

id move elsewhere to seek e mployment ? ¢ With that kind of exodus, 
roperty values would completely disintegrate, so it would mean 
viving away their home to move elsewhere to find employme nt. 

Isn't it far better to find employment for these people where the 
ave their homes? We already have housing shortages in those areas 
vhere we have the highest rates of employment. Closely related to 
inemployment is the high instance of underemployment. This is 
ot only true in agric ulture but in m: iny other occupational pursuits. 
Hun dreds of coal. miners work only l or 2 days a week, most of the 
eeks during the vear. 

Carpenters, electricians, laborers, and other construction workers 
nad it very difficult to have full-time employment. Clerks and office 
vorkers are part-time workers not by choice. Not only do we have 
poor agriculture, high unemployment, but we also have high public 
assistance costs, low standards of living, and many other conditions 
that go along with a depressed economy. 

Since World War II, our per capita cost in southern Tllinois for 
public assistance has aver: cae 


nearly $2 per month per person in the 

aot 31 counties of Hlinois. In other words, in these 31 counties. 

‘ have been spending close to $24 million each year for the major 

t\ ae of public assistance, including old-age pensions, aid to depend- 
ent children, general assistance, and blind assistance. 

I have some charts here that I would like to use at this point to show 


the comparison of our area with the rest of the State. This is for 
southern Illinois, where we had the 31 counties where we had 1,009,785 
population. 

(The charts referred to have been returned to the committee files. 

The per capita cost, you will notice, starting just a little below 20, an 
went on up to about 24, and then it dropped down to about 22.5. This 
is the State as a whole, and includes southern Illinois, so that southern 
Illinois’ influence is in this picture. 

Senator Pcrrect. Have you got years there to indicate those peaks 
and valleys ? 

Dr. Tupor. The peak was in 1949 in both instances. This is from 
1947 to 1951. I have another chart that will show a little later situa- 
tion. 

But you will notice—and this is the thing I think that is rather sig- 
nificant—that this drops more sharply than the line for the State, and 
we at the university do not claim to have had the sole responsibility for 
that, but some of the activities that we have brought into the picture 
parallel this greater drop in bringing about a closing of the gap as we 

call it between the two things. It has importance to this particular 
bill in certain points that I will describe later 

[ might show this chart at this point. This was used for another 
purpose, and I have doctored it up a bit: not that you should not see 
this one, but it is not related. 

This is the condition of public assistance, January 1955. You will 
notice the blue, over 60, the number of recipients for public assistance 
per 1,000 population. 

Senator Prrrery. Sixty per thousand where the blue is? 
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Dr. Tupor. Yes; and you notice that is concentrated down at the 
lower tip of the State. This is Union County. We have a State hos 
pital that has had an influence to raise that above, so that it shows that 
public funds have a drastic influence. 

Senator Purre... What is it in that area / 

Dr. Tupor. Forty-one. 

Senator Purret.. Forty-one per thousand / 

Dr. Tupor. Yes; and this next one is 21 to 40, the brown, and you 
tind only 1 county with yellow in it, and that is predominantly a fairly 
good agricultural county in the southern third of the State. This, by 
the way, is a chart showing the average of 10 standard-of-living meas- 
ures, and again, you get the same pattern. 

The yellow is 55 to 69. That is an index figure with 100 as being the 
base for the United States. Weare below, you see, notably—— 

Senator Dovetas. That is income per capita. 

Dr. Tupor. Well, this is 10 measures of standards of living on an 
index basis with 100 as the base. 

Senator Dovetas. I see. 

Dr. Tupor. I will show you some additional charts bearing some of 
these things out later. This is considerably above—referring back 
to this public assistance cost—it is considerably above the per capita 
cost found in the State as a whole. One encouraging aspect of public 
assistance is that there is some evidence the gap is being narrowed 
between southern Illinois and the rest of the State. 

Unfortunately, most any factor, economic, social, or cultural, that 
one analyzes to show comparative levels, indicates that in the southern 
third of Illinois we find less favorable conditions than elsewhere in 
the State of Illinois. 

It makes little difference which factor you take. The same thing 
holds in whichever time period you take, the same thing exists. In 
1949 I studied a series of factors to determine whether southern IIli- 
nois could be set apart as a distinct cultural area from the rest of 
the State. In analyzing the various factors, these which were picked 
pretty much at random, I found that there was considerable evidence 
and justification for looking to southern Illinois as a somewhat differ- 
ent area from the central and northern part. 

There is a shading off as one goes further north in the area, but 
still, if one draws a line across the State roughly at the lower one- 
third level, the distinctions becomes rather pronounced. TI had planned 
to present to you a copy of that study. I found I did not have enough 
copies. I will, if submitted, submit those as soon as they can be 
reproduced. 

I would like to show a few additional charts at this point on some 
other factors just to show you that what I say does hold true. 

This is a median number of school years completed by persons 25 
years of age and over: 8.2 to 8.5 is the last year of school completed 
is the yellow. That is found in southern Illinois, exclusively, with 
the exception of Calhoun County. 8.6 to 8.7 is the orange, again 
essentially a southern Illinois condition. 

As you get up to 8.8 and above, you find that in this part of the 
State, 10 or more in these counties in the northern part, and even in 
Jackson County, my home county, with the university there, where 
you would expect a university faculty to have an influence on the 
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median year of school completed, we still find that it is down in this 
level. 

This one, percentage of persons 25 years of age or over w ho have 
completed 1 or more years of college, this is 1 to "3 in yellow, the red, 
northern Mlinois, and the blue, southern Illinois. 

Again, you see the small portion of southern Illinois as compared 
to the rest of the State. I am showing these rather rapidly to give 
vou the impression of the verification that these things do hold. 

Years of college completed, a little different way. 

Southern Ilinois, the actual number that have completed, this is 
500,000 in southern Illinois, with the lowest—well, we had for 1 
to 3 years, 4.5 percent, as compared to 7.14 percent for Illinois. 

Senator PurreLt. You mean per thousand ? 

Dr. Tupor. No; this is percent of the population. 

Senator Purreiy. Are you taking equal populations in both ¢ 

Dr. Tupor. Yes. In percentage figures. I started out with the 
actual numbers. Pardon me. I have switched to percentage because 
it give you a more comparable figure. I didn’t make the transition. 
I apologize. 

The four or more years of college, we had in southern [linois 3 
percent; in Illinois as a whole 5.9 percent. For northern Illinois, 6.2 
percent. So that practically anything you want to take, it is the same 
thing. 

Here is the percentage of families and unrelated individuals with 
incomes of $2,009 or less in 1955. Sixty or more percent down here; 
the blue 59 percent. More of them found there, and soon. This one 
I would like to show for one other point, and this is showing the com- 
parable source of employment, agriculture in southern Illinois, and 
the blue or purple is southern Illinois. 

The brown is Illinois, and the green is northern [Hlinois. The 
purple in agriculture extends far longer. Manufacturing we are short. 
Some of these others, construction, were fairly comparable. Mining, 
we stick out, showing some of the neeeds for some of the things that 
we are talking about here. 

Migration out of the area has been at a high rate, and I would like to 
insert at this point facts from the study conducted under n ry direction 
a short time back. A graduate student wrote a master’s thesis on 
Grand Chain, IIl., a small community in the southern part of the State. 

He studied the high school graduates over a 20-year period and 
found that exactly two-thirds of the high school graduates from that 
high school no longer lived in the Grand Chain community. Interest- 
ingly enough, only one graduate had died, and we found all but one 
of the other graduates—we found where they were located, and found 
that a very substantial percentage of those who had moved away would 
prefer to move back to southern [linois if an opportunity provided 
itself. 

By using recognized demographic techniques, I estimate that be- 
tween 1940 and 1950, 1 of every 5 persons reared in southern Illinois 
left the area. Some of these returned in the first half of this decade, 
as they lost jobs elsewhere. 

This outward migration has produced additional problems. Much 
wealth left with these people. There are all sorts of estimates as to 
what it costs to rear a person to 18 years of age, but acceptable ones 
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run around the $20,000 mark. You can figure how much that would 
amount to. 

Leadership potential was reduced. Even the birth rate has been cut 
so that southern Illinois, essentially a rural area, where birth rates are 
usually high, has the lowest birth rate of any major section of the State. 

We also have a higher percentage of people in the older age brackets 
asaresult. The picture that has been presented here is not an encour- 
aging one. QOne might ask, “Is there a solution to the situation?” 

Obviously, there is no single answer, but a series of measures is 
needed, and there is no question but what a great deal can be done for 
this area. We at Southern Illinois University have recognized the 
possibilities and have established a program that goes consider ably 
beyond that in the usual university. 

We have set up a separate division to deal specifically with the prob- 
lem of trying to improve the cultural, economic, and social level of 
the area. One branch, the community development department, has 
as its specific function the working with communities to this end. 

Mr. Poston will discuss this program, so I am going to skip over 
the next part of this. Perhaps I should say some of these things. -As 
I mentioned earlier, there has been a narrowing of the gap between 
southern Illinois and the rest of the State in the public assistance costs. 
particular on a per capita basis. We must grant that this is a small 
change, but it is a change in the desired direction, and also at a time 
when conditions were not favorable for an improvement in this direc- 
tion. 

The taxpayers in Illinois have set aside funds for the establishment 
of a vocational training program at our university to help raise the 
level of education and skills of the people in the area. This is not 
confined just to people of college age, but to people of all ages to help 
rehabilitate them in new occ upations and in some instances to raise 
the skills and occupations in which they are already employed. 

Unfortunately, we have too little to work with. We are quite sure. 
however, that we are not too late. Additional funds for facilities, 
equipment, staff, to expand further this training program could go a 
long way in correcting the problems we find in ‘the area 

Senator, this applies directly to that section of your bill on training. 
Another major need in the area is that of greater diversification in in- 
dustrial activity. We have had some very fine industries come into 
southern Illinois in recent years with very satisfactory experiences. 

This needs to be greatly increased in intensity by combining the 
training of these people with occupational opportunities in the form 
of new industries, the total economic and social level obviously can 
be raised. Before, however, much can be done along this line, certain 
other needs are very severe. Streets, sidewalks, sewage systems, water 
systems, and water supplies are all serious problems. 

Additional school buildings and improvement in the highway sys- 
tem, a general facelifting in the communities and business sections 
are urgent needs in the area and unfortunately cannot be financed with 
the funds available in southern Tlinois. 

One more factor making it difficult for us to secure industry in cer- 
tain parts of southern Illinois is the lack of adequate industry. This 
seems strange, being so close to two major rivers, but the communities 
cannot afford the expense of piping the water either from the Missis- 
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sippi or the Ohio Rivers to the areas where the major coal fields ar 
located. 

We do have one important labor system, with the Crab Orchard 
Lake and Gr ussy Lake and soon Dev ils Kitchen Lake, but these are 
inadequate so far as the total picture is concerned. We need a lake 
near Benton and Mount Vernon. We need in the Eldorado and 
Murphysboro areas. Geologically, the area seems to be suitable for 
such a series of lakes. 

It has been suggested that it would be advisable to have an inter 
locking system in southern Illinois between the many small com- 
munities, tying the water systems together. Much in the same manner 
as their electric systems are how tied together. Again, unfortunately. 
the expense of such a nature that these communities cannot provide 
with their present heavy taxload the additional funds to produce 
such an interlocking system. This would make an excellent public 
works program which would give employment to some of these people 
who are now on public assistance. 

The saving in relief costs in time would be enough to cover the 
costs of building these dams. This, in turn, would give assurance to 
industry that they would have an adequate water supply and would 
be an added inducement to their moving to southern Illinois. 

I would like to summarize some of these remarks by pointing out 
again that this problem in southern Illinois is not new. We need to 
establish a trend for industries to come to sourthern Illinois. 

It is a well-known sociological fact that birds of a feather flock 
together in the economic picture, as well as otherwise. Business es 
tablishments that are alike, and industries that are alike, tend to con 
centrate in the same areas. If we could establish this trend, moving 
these factories to our area, others would soon follow, and I think 
much of our problem would be solved. 

It is a chronic condition, and only by very careful long-range con 
sider ‘ation with additional funds coming in from the outside, either on 

. loan basis or in some other form, in some instances grants-in-aid, 
can the problems be met. But with such outside assistance, these 
people, who are very proud, will find ways of conquering their ills 
and correcting them. 

I wish to thank you for your patience and your consideration, and 
I urge favorable consideration on this bill. 

Senator Purre.yi. I wondered whether your energetic group down 
there—and certainly you have made an excellent study—has the State 
indicated any willingness to loan money or to be of financial assistance 
to you in solving some of your problems i in your own State # 

Dr. Tupor. We, at the last session of the general assembly, set up 
a new agency in the government to work in this particular manner. 
The funds available, though, are quite limited. It is a matter, again, 
of lack of resources, locally or statewide. 

Senator Prvrre... Well, now, do you feel that it is lack of resources 
statewide, or is it lack of available money presently—that is, available 
to the State for use? 

Dr. Tupor. Well, I would say in my own feeling that we definitely 
have need for Federal funds for this kind of program. Now, part 
of it certainly should be contributed by the State of Illinois, and it 
is doing some—that is, we are a State university. 
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The funds that we expend in this program are from the taxpayers of 
the State of Illinois. So far we have not bee able to secure support 
from foundations to any notable extent. We must find sources from 
some other place to keep going. 

Senator Purrrii. May-I tell you why I asked the question? Be- 

cause your State is considered one of the wealthy States and every 
grant-in-aid program that ever came out of this body has always 
cost your State more money than you ever got. 

I recently made some studies in that field in another area of activity, 
and it is surprising how so often we feel—I am not saying that we 
ought not to help in this area; I am simply bringing this to your 
attention—that we find so often that people say, “We can get this 
Federal money; we can’t do it at the State level.” 

I have to ask: We can’t create a dollar’s worth of wealth. The 
only place we can get it is from the States, and your State is a wealthy 
State, and if this “does become—or similar legislation is passed and 
does bec a law, I would venture to say that your participation 
in the cost of this would be substantially greater than what you would 
get out of it at the State level. 

So when I am told that the States can’t afford to do it, I wonder if 
the States have really found out what they will be asked to contribute 
in any program of Federal aid. 

Senator Doveras. That might be true, Senator, for the State as a 
whole, but not true of southern I1linois. 

Senator Purreti. That is right, and that is why I say—I asked 
if the State had indicated a willingness to help, but I am speaking 
now about the State’s contribution, and that is the next level of gov- 
ernment, of course, above your present area level. 

Dr. Tupor. I don’t feel competent to answer your question, Senator. 
1 am glad to hear one statement you made, that these programs cost 
the State of Illinois a great deal. 

I had always suspected that we were paying heavily for these pro- 
grams that were going on elsewhere. We would like to see some of 
it come to southern Illinois. 

Senator Purre.tt. Wouldn’t you rather like to see some of it stay 
in Illinois, so you could use a greater portion of your money than 
you are presently able to do? 

Dr. Tupor. That is right. 

Senator Purre.n. I would like to see it, too. I am not saying 
that this program isn’t one that doesn’t have a great deal of merit. 
So often people come down for Federal funds ‘and when you ask, 
“Can the State do this?” the answer so often is “No.” 

But we find when we check into the contributions the States are 
asked to make, whether it be an increased Federal debt that ultimately 
your people are going to have to pay, surprisingly—so often people just 
forget about that. 

Now, I would think that on this program, if it is similar to other 
programs—and my colleague here can give a better picture of it, 
but I would say that Illinois would be extremely fortunate if the usual 
criteria or method of distribution of Federal funds is followed, whether 
I}linois would get even close to 75 percent of their money back. 

Senator Doveras. Of course, it is the hope that this would not entail 
any ultimate net cost, because it is hoped that the loans made to 
business would be repaid with interest which would probably be in 
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excess of the average interest on the public debt, and also that such 
public facilities as would be directly appropriated for would increase 
the earning power and income of the communities, which would, of 
course, in turn increase the flow of Federal taxes. 

So it is hoped that this is not a net expenditure but, rather, a ine 
ductive venture, and to the d that employment is created, there 
would be less money spent on public assistance. 

Senator Purre.u. I want the Senator to understand that I am not 
expressing any view at all about this particular piece of legislation, but 
I do think that so often we have people coming down here in other 
programs where Federal money is asked for that repeatedly tell us 
that it can’t be done at the State level. 

We find we simply go into the State and take the money anyway, 
and give the money back to you. 

Senator Dovenas. I would like to point out not only that it probably, 
in my judgment, would be a productive expenditure not a net expense. 
As far as southern Illinois is concerned, their income is below the 
countrywide income, and finally, with respect to the revenue assistance 
of the States and localities on the one hand and the Federal Govern- 
ment on the other hand, you would find that State and local govern- 
ments are financed primarily by the general property tax and by the 
varieties of sales tax, which are regressive in nature, whereas the Fed- 
eral Government is primarily financed by taxes on individual incomes 
and corporate profits, and there it is primarily gg in nature. 

A committee appointed by the present President, headed by a dis- 
tinguished industrialist, pointed out many of these matters in their re- 
port just a few months ago. 

Senator Purrexy. I have read the report. I think the usual conclu- 
sion, however, is that there is a reluctance on the part of the State bod- 
ies to move in on—the people in the State levels to move in on the 
legislative bodies because they say it is much more difficult to ask the 
State legislative bodies to pass these laws requiring money, because 
they have to go back and report immediately to the people that are 
taxed at the local level. 

It is much easier to come down at the Federal level and ask for it. 
That is a general concept. I am not talking about this piece of legis- 
lation atall. It hasa great deal of merit. 

Senator Dovenas. May I say to my good friend that that may be 
true, but certainly partially true because of the fact that State and 
local expenditures have to be financed by the lower income groups, and 
it is a question of pulling yourself up by your own bootstraps, whereas 
the Federal Government with its ability to tax incomes and corporate 
profits can more nearly graduate taxation according to ability to pay. 
_ May I say that New York and Massachusetts and California have 
State income taxes, but the State income taxes provide approximately 
only one-sixth of State revenues; none at local revenues: and various 
forms of sales taxes provide something like 70 percent, and the general 
property tax provides five-sixths of local revenues. 

It is notorious that the assessment of genera] property is regressive 
in that the homes of workingmen are taxed at a higher percentage 
of their real value than the homes of the well-to-do or industrial 
properties. 

Senator Purret.. I am sure the Senator agrees with me that one 
of the reasons for the fact that so little can or is being gotten now at 
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the State level is because the Federal Government has almost mo- 
nopolized certain fields of taxation. 

[ really think this and I don’t want to prolong this, I want to 
go to lunch—but I think the more we get into these where grants are 
given, the 48 States that are united together, that they will find it 
more difficult to do things for themselves the more we demand from 
the Federal Government, where we do demand it. 

Now, loans are different things. Thank you. 

Senator Doveias. Thank you, Senator Purtell. We are happy to 
have your enlightenment. 

( Diseussion off the record. ) 

Mr. Gray. The last witness we have, then, will be a man who is 
also with the Southern Illinois University. His name is Mr. Richard 
Poston. I would like to say that Mr. Poston has been very active 
along with Dr. Tudor in going out into the various communities in 
southern Illinois and to help them start programs to help themselves. 

They have gone out into the field and started what is known to 
southern Illinois and started local community development programs. 
They help the people take an inventory of what they have and need 
and they aw done a great work and we are appreciative of their work. 

Senator Doveias. Mr. Poston, in view of the fact that Congressman 
Perkins is here, do you suppose it would be possible for you to sum- 
marize your paper with the understanding that the paper as a whole 
would be printed ¢ 


STATEMENT OF RICHARD POSTON, DIVISION OF COMMUNITY SERV- 
ICES, SOUTHERN ILLINOIS UNIVERSITY, CARBONDALE, ILL. 


Mr. Posron. Yes, Mr. Chairman. I will be glad to do that. 

Mr. Gray. At this time, we will turn the microphone over to Mr. 
Poston. 

Mr. Poston. Chairman Douglas, and members of the Senate Com- 
mittee on Labor and Public Welfare, I am grateful for this oppor- 
tunity to appear before your committee and present my views on the 
problems of southern Illinois. I have lived in southern [llinois for 
approximately 214 years during which time I have been engaged as 
director of the department of community development, a part of the 
Area Services Division of Southern Illinois University. The func- 
tion of our department is to work with the communities of our area 
in a program of education designed to help these communities better 
understand the nature of their problems—both social and economic— 
so that they can (a) deal with these problems more intelligently, and 
(6) make more effective use of any outside resources—such as State, 
Federal, and private agencies—that might be available to work with 
them. Unless the people of a community are willing to recognize 
their basic problems and learn to understand them fully, any material 
improvements will be mere window dressing, or a surface veneer that 
will soon wear away. I think we should expand our horizons more 
than we sometimes do and think of this as a community problem 
rather that just an unemployment problem. 

Community development does not refer simply to the development 
of the economy, or to the development of any other single area of 
community life, but to the total development of community life as a 
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whole. I believe that this concept is basic in any attempt to under- 
stand the problems of southern Illinois, or of any other depressed 
area, and is particularly basic in any effort to effectively solve such 
problems. I do not believe that it is possible to isolate out from the 
total context of community life any one aspect of that life, such as 
the economy, and understand or effectively deal with that area of 
living without at the same time considering the needs and inter- 
relationships in all other aspects of community life. Thus, it is my 
opinion that in order to motivate any long-range improvement in the 
life of southern Illinois, as well as in other depressed areas, it 1s 
imperative at the outset to begin by considering the community in 
its totality rather than limiting ourselves simply to what is usually 
referred to as the community’s economy. 

In the end I hope you will agree with me that economic develop 
nent, or redevelopment, is necessary if southern Illinois is to survive, 
but financial assistance, by itself, offers no panacea. Any efforts to 
solve southern Illinois’ problems should take into account the people 
of the area as people rather than as labor force statistics. Community 
life in southern Illinois, and the attitudes and backgrounds of its 
people, have had a very important bearing on southern Illinois’ pres- 
ent economic crisis. Any redevelopment efforts that do not consider 
the human elements of the region are doomed to failure. 

Employment is essential; but I say that employment alone is not 
enough to change these so-called distressed areas. Now, Mr. Hughes 
is, in my opinion, a very outstanding exception when you refer to 
the chambers of commerce. We talk about the chambers of com- 
merce and all of the activities that are going on in our area and the 
energetic people. I want to tell you that this is a very small in- 
finitesimal percentage of the people who live in our area. 

I have been traveling around this country for a number of vears 
meeting with development groups, including chambers of commerce, 
planning committee, people interested in public health problems, 
various universities; and I think you will find that in areas of this 
kind the people who are engaged in any chamber of commerce or 
other kind of community development activity represent a very small 
and minimal percentage of the people in the community. We have 
scores of chambers of commerce in southern Illinois that exist in 
name only. And they have a terrible time trying to get even the 
merchants to pay their dues. 

These are community problems which make it very difficult for the 
communities to solve its problems for itself. And until we are willing 
to look at the problem of community education to assist people in 
the development of community leadership skills, skills in under- 
standing their problems, and skills in the art of working together and 
understanding each other, I don’t think we will solve these problems 
basically. 

With these thoughts in mind I will attempt to describe the condi- 
tions in southern Illinois as I see them and to indicate briefly the gen- 
eral type of effort that it seems to me is necessary to effect any basic or 
permanent change in these conditions. 

I think that the origin of many of the present economic problems 
of southern Illinois goes back to the great ice sheet that once covered 
much of the North American Continent. That great ice sheet reached 
down into what is now the State of Illinois and terminated along a 
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line that today roughly a)proximates United States Highway 40, 
and which in many respects forms what might be called a transition 
zone between southern Illinois and the rest of the State. North of 
that zone nature developed the deep and fertile soils of the great 
Illinois Corn Belt. South of that zone the soil is relatively thin, less 
fertile, and more tight, and in the extreme southern portion the topog- 
raphy is steep and broken into a continuation of the Ozark Mountains. 

ainfall in southern Illinois is highly erratic, varying from too 
much in some years to too little in other years. When there is enough 
rainfall, the tight nonporous nature of the soil, and the hilly nature 
of the topography tend to prevent the water from soaking into the 
ground, as a result of which great quantities of topsoil are washed 
away through the process of erosion. 

There is some rich farmland in the Corn Belt sense, but much of the 
land has been so destructively farmed that it is no longer suited for 
crop farming, and, in general, the soils of southern Illinois were not 
too fertile to begin with. Most of the soil in this area has never been 
suited to a row-crop type of land use, yet this is the usage to which 
much of it has been put. Thus, crop yields have been low, and farm 
incomes have not been sufficient to adequately support the farm 
population. 

This natural history, together with a destructive type of land uti- 
lization, has very seriously retarded the development of a stable and 
healthy agriculture. This does not mean that southern Illinois lacks 
the potential for a prosperous agriculture. On the contrary, the soils 
of this area will respond very effectively to proper methods of land 
management as has been shown by the southern [Illinois University 
experimental farm, and by a number of progressive farmers in the 
area. Thus, the potential for a prosperous agriculture is definitely 
present, but to develop that potential a fundamental program of com- 
munity organization and education is necessary in order to motivate 
the people who are on the land to utilize the best known methods of 
land management to which the soils in this particular area are suited, 
and to develop a high level of managerial ability. Also, it will be 
necessary to make available to the farmer a ready source of sufficient 
financing that will enable him to make the initial investments that 
will be required for such items as irrigation, pond construction, fer- 
tilizer, forage-crop seeds, and the necessary farm equipment. How- 
ever, much of the success of even such a program as this will neces- 
sarily depend upon the ability of the area to hold its young people, 
which it is not doing at the present time. 

Southern Tllinois was settled earlier than most of the rest of the 
State. It was settled largely by people from the great Southeast, who 
brought with them their own ways of thinking, of acting, and ways 
of doing things. Thus, there was developed a culture that was rela- 
tively old and established when in the late 19th century the area 
——. to develop into one of the great coal-mining regions of the 

ation. 

With the opening up of the mining industry thousands of new 
people were brought into the area to work in the mines, and to live 
in the thousands of drab shacks and shanties that were constructed 
to provide little more than the bare necessity of shelter from the ele- 
ments. This was the beginning of a widespread problem of sub- 
standard housing and depressed living conditions which today infects 
the entire southern Illinois area. 
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These thousands of newcomers were different from those who had 
settled the area earlier, not inferior, but different. They were people 
with different backgrounds, different ways of living, different ways 
of thinking and of doing things. And in general, these two groups 
of people, those who had come in the earlier days of settlement, and 
those who came in response to the opening of the great coalfields, did 
not mix. They had little in common, and in many respects they did 
not even like each other. Thus, the beginning of a deep social cleav- 
age in the population had been formed, oldtimers and newcomers were 
set apart, and a spiral of conflict and social disorganization that has 
reached into the present day had been started. 

Most of the mines were operated with absentee capital by persons 
outside the area who had little interest in the quality of community 
life that was then emerging in southern Illinois. 

Senator Doveras. I believe that Lord Curzon who married the 
daughter of the Ziegler family owned a portion of the mines around 
Ziegler. 

Mr. Poston. I understand that is correct. 

At the same time there was very little in the social fabric of the 
mining towns themselves to motivate even the people who lived there 
to exercise any great concern for the future of their communities or 


for the development of such qualities as local pride, citizen responsi- 
bility, and civic progress. Indeed, the very nature of community life 
was such as to discourage the development of community facilities, 
long-range planning, and the growth of a healthy, unified kind of 
social organization. 

An integral part of this history was the rise of two powerful and 


competitive labor unions. With this development there began an era 
of violence in which men fought for jurisdiction, workers and owners 
struggled against each other, and whole communities throughout the 
area were broken and divided into hostile and conflicting social 
groupings. 

Senator Dove.as. This was a struggle between the United Mine 
Workers and the Progressives. 

Mr. Poston. That is right. 

From the very environment in which they lived groups of people 
in many communities throughout the area learned to hate each other, 
to work against each other, and to ignore on an areawide scale the 
values of an enlightened unified kind of community life. Gradually, 
the era of violence ended, but the pattern of values, the social disunity, 
the inability of communities to work together, to examine and think 
through their problems, and to plan for their future improvement had 
been established. And although many efforts are being made by 
many leaders in the area today, this basic social pattern still remains. 

Gradually the mining industry began to taper off, and within the 
past few years mines throughout the area have closed until today it is 
estimated that more than 30,000 people in the area are unemployed, 
many of whom are living under conditions of extreme poverty. Thus, 
with community life in a status of social disunity to begin with, the 
major economic foundation of the region had now collapsed, and in 
the public mind there seemed to be very little that could be done about 
it. There is no question about the fact that the people of southern 
Illinois have a basic pride and a strong feeling of attachment for 
their homeland. AJ] Americans have that. But there is certainly 
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a basic feeling of futility and frustration that tends to undermine any 
local effort for community improvement in this area. {94 

This aspect of the social and economic history of southern Llinois 
has left a deep and indelible imprint on the present-day life of this 
area which I believe must be fully recognized and taken into account 
if we are now to develop the full capacity of the area for a permanent. 
kind of prosperity. 

Some of this imprint reflects itself in the form of a population 
in which the level of educational attainment is considerably below that 
of the rest of Illinois. Schoolteachers’ salaries are below those in 
the rest of the States, scores of public buildings are out-of-date and 
inadequate, modern municipal facilities are seriously short, large 
percentages of dwelling units are substandard, and without even 
minimum sanitary equipment, such as bathtubs, showers, kitchen 
sinks, and indoor toilets, and in town after town throughout the area 
the business section is in a seriously rundown condition. Southern 
Illinois has a relatively small percentage of the State’s total popula- 
tion, but a relatively high percentage of the load of public assistance. 
In many of our counties you will find that public relief is the largest 
single source of local income, and without this income many of the 
merchants and professional people could not stay in business. Still 
this relief does not begin to meet the basic human need. Breadlines 
are not uncommon, and neither is it uncommon for two or more families 
to live otgether in the same shack that is not fit for even one family 
to live in. Recently an interviewer working for our department at 
the university found a man and his wife with four children all hud- 
died together in the same bed in a one-room house in the daytime with 
no heat, trying to warm each other. This kind of thing is not unusual! 
in southern Illinois. 

Virtually every community in the State south of United States 
Highway 40, even if it is one that is relatively prosperous, suffers 
from this area history and the imprint that it has left. Outside the 
area we have a reputation of labor turmoil and an inability to work 
together, and despite the fact that today our per capita loss of man- 
hours from work stoppages is only about half the national average, 
this reputation lives on and is in itself enough to cause industry to 
avoid the area for purposes of plant location. 

One of the major difficulties in any effort to reverse these trends is 
that for many years the area has been losing its young people. For 
many years the area has suffered a general population loss, but the loss 
is much heavier in the younger and most productive age groups, with 
the result that the population in the upper age groups has been con- 
stantly increasing at a rate which is substantially above the national 
average. As this aging process has gone on it has meant that the 
area has gradually been depleted of such basic human qualities as ini- 
tiative, vision, and leadership, which are essential to the growth and 
development of any society. 

One other sauial facted that I would like to mention which is also 
an outgrowth of the area’s history, and which characterizes southern 
Illinois today, is what I have often called the “waiting-for-a-factory 
disease.” This is a kind of community attitude which tends to prevent 
people from seeing their community from any viewpoint other than 
the economic, and which creates a public feeling that the community’s 





DEPRESSED AREAS 


only need is a new factory which some vague person commonly re 
ferred to as “they” is supposed to move in from the outside. 

This attitude is understandable in view of the area’s history, and 
in view of the tremendous pressure of economic necessity, but it is 
in attitude that tends to blind the people to the many factors in their 
community life which make the community competitively unattractive 
from the standpoint of plant location, and which also tend to pre 
vent the community from seeing or taking advantage of its own op- 
portunities for internal economic development. 

In many of the communities of our area this general public atti- 
tude is so serious that the population is virtually paralyzed in terms 
of taking any local action that would make the community attractive to 
outside industry, or that would enable the people to see what they 
might do to develop their own industry from within. Thus, in many 
communities the very desire for new industry from the outside has 
become in itself a major obstacle to the obtaining of that industry. 

Southern Illinois desperately needs a great deal of help from out- 
side the area if it is to solve its problems, but this help needs to be 
delivered in such a way as to motivate and stimulate the people of 
the area as a whole to exert a greater effort to learn how to work 
together, to study and understand their own problems, make more 
internal improvements in their community life, and to learn how to 
meet their own needs insofar as is possible for themselves. Any 
program of aid that is not oriented in this direction will in my opin- 
ion result in a little more than a handout, and despite the human 
pride which the people of this area possess, I am afraid that it would 
be mere wishful thinking to suppose that people in this or any other 
area are not willing to accept any handout they can get and then sit 
back and let somebody else worry about the development of their 
community. 

Any form of economic development in any depressed area which 
results in the establishment of industrial plants without a parallel 
consideration for the overall quality of community life, human ac- 
tivity, and local responsibility will in my opinion simply create more 
social problems that will in the long run become as great a drain on 
our democracy as poverty itself. 

Southern Illinois is badly in need of increased aid to the farmers. 
It is in need of drainage projects and reforestation. It is very badly 
in need of a series of large lakes to impound water for industrial 
usage, for irrigation, and for recreation. It is badly in need of much 
more low cost electric power than it has now. It desperately needs 
thousands of new job opportunities. It is in urgent need of improved 
naa facilities such as schools, sewage disposal systems, and a 
general modernization of the physical plant. It is in great need of a 
widespread slum clearance program that can be implemented in small 
communities which have very little financial means of their own. It 
very much needs modern housing. It needs improved public health 
facilities, family guidance centers, and a large corps of trained social 
workers who can go to work on a program of individual rehabilita- 
tion. But underlying all these needs the population of southern 
Illinois as a whole needs to undergo a fundamental change in social 
attitudes, in the pattern of values, and in the kind of human relation- 
ships that exist among citizens and among groups within the local 
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community. In the meeting of virtually everyone of these needs, and 

many others that could be named, the basic need in southern Illinois 

is more education for its youth, for its adults, and for its local commu- 

nities as a whole that will motivate all of its people to exercise a 
ater degree of civic and social responsibility for themselves. 

Within the area today this kind of effort is already being made on 
a wide variety of fronts. The State of Illinois has made substantial 
increases in its investments in the work of Southern Illinois Uni- 
versity, an institution which regards the development of the area 
and the quality of life found in it as its major responsibility. In line 
with this policy the university has established many new programs 
designed to raise the level of human skills, help the communities of 
the area to find solutions for their problems, and in general supply a 
kind of educational leadership that will assist the people of the area to 
develop the full capacity of their natural and human resources. Also, 
other agencies, State and Federal, as well as private organizations 
such as Southern Illinois, Inc., the Educational Council of One Hun- 
dred, and others, both at the local and area levels, are working dili- 
gently to find a solution for the area’s many problems. 

Likewise, many examples could be cited for literally tremendous 
efforts that are being made by citizen groups in many of the area’s 
communities, and of the remarkable achievements that they have 
attained in terms of local improvement. Certainly, there is in south- 
ern Illinois today a growing acceptance of the idea that every com- 
munity must in the long run solve its problems for itself. 

And yet, despite all this effort that is being made, the area still 
suffers from widespread poverty, a shrinking tax base, unemploy- 
ment, and a host of deeply rooted social problems in every aspect of 
human life. In the face of these conditions, many of which have 
grown out of the natural and social history of the area, it is all too 
clear that without further investments of outside aid on a substantial 
scale, southern Illinois will never be able to overcome its problems 
regardless of how great may be the effort from within. It is a condi- 
tion which is a product of 100 years of history, and it will not be 
changed in basic content without a well financed program of major 
proportions that is designed specifically to consider the total life of 
the area, give leadership and inspiration to the people, and provide 
them with the necessary tools that they cannot provide for themselves. 

If economic development is brought about as an integral part of 
the local programs that are already underway in the area, and within 
the context of a sincere effort on the part of citizen groups inside 
the local communities to bring about the improvement of all aspects 
of community life for themselves, then the bringing in of new industry 
and of other forms of economic development will result not only in 
new jobs, but in a release of human energy within the area to improve 
the total welfare of the community that will develop as enlightened, 
as responsible, as healthy, and as socially competent a population as 
can be found in any part of the United States. 

If, on the other hand, economic development is brought about simply 
as an end in itself, or in isolation from the many other factors that 
make for rich community living and a vigorous kind of democratic 
society, or if economic development is carried on apart from a con- 
sideration of the total aspect of human needs and local initiative, 
then I do not think that we will witness any fundamental change in 
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the overall social decadence of southern Illinois, but may instead 
witness a growth and intensification of many of the social and human 
ills that already exist. It would cost little, if any more, to create an 
area of total community health and well-being through a program 
of economic development, than it would to accomplish a program 
limited just to economic development without considering the com- 
—a total health and well-being. 

To do this a program must be conceived and set in motion that will 
be rooted in the local community itself, in which the local citizenry, 
the existing State institutions, and the Federal Government may 
all participate and work together in the planning, in the action, and 
in the bringing about of whatever desired changes may be mutually 
agreed upon. 

I am profoundly in favor of S. 2663, but for the reasons stated above, 

and toward the achievement of those ends I would like to suggest 
that the following language be substituted for that which now appears 
in section 7 on page 4 of the bill, Local Committees: 
The Administrator, upon determining that any area is a depressed area, shall 
appoint a regional development committee (hereafter referred to as a 
regional committee) to be composed of not less than five citizens of such area. 
The Administrator and the regional committee shall facilitate the formation 
of voluntary local citizen groups dedicated to the total development of their com- 
munities, and/or lend support and work with such local citizen groups as may 
already be established. The initiation of programs for public works and 
economic growth is recognized as being primarily a local responsibility. Each 
regional committee shall be responsible in cooperation with the Administrator, 
and the assistance that he may make available, for proposing areawide develop- 
ment plans, and for asisting the local community groups by providing information 
and technical advise pertaining to industrial trends, including plant locations, 
cost estimates, and plans for construction of industrial plants and community 
public facilities, and shall enlist the support of private and public lending 
agencies for financing such construction. In the carrying out of this program 
the Administrator shall cooperate in whatever manner he may deem advisable 
with any existing institution or agency within the area toward the end that all 
possible resources may be brought together in a coordinated effort to accomplish 
the total development of the communities within the area. 

Southern Illinois is an area rich in natural resources and in latent 
human determination. It has many unique advantages to offer idus- 
trial companies that are seeking a midwestern location. It has already 
started many efforts from within to develop to its full capacity. It 
has experienced a difficult kind of history and today it is a seriously 
depressed area. But with proper assistance it can grow into an area 
that will produce a wealth, both human and material, that will pay 
America many times over for the investment in aid that is needed 
to bring this about. 

I thank you very sincerely for your patience and consideration in 
listening to these views. 

Senator Doveias. Thank you very much, Mr. Poston. That is a 
very constructive paper, and in particular I am very much interested 
in your proposed redraft of section 7. 

Senator Purrety. I just wanted to express to Congressman Gray 
and the gentlemen who came with him my indebtedness to them for 
giving us what I think is one of the most complete accounts as we 
have ever had on the subject that I have listened to here. And I am 
indeed happy to have the information that you gave us. And I want 
to say, too, that I am not unsympathetic at all in spite of the colloquy 
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that went on here. I am not unsympathetic to your need for aid down 
there. 

Mr. Gray. If I may, Senator, I would like to take this opportunity 
to thank you for listening and to apologize to my colleague, Congress- 
man Perkins, who also has a very bad situation in his district. And 
I know he has a lot to say, and we do apologize for taking all this time. 

Senator DoveLas. Congressman Perkins, you have been very patient 
in waiting here. And you have been very understanding. We are 
ae glad to have you, Congressman Perkins, of the Seventh Kentucky 

istrict. 


STATEMENT OF HON. CARL PERKINS, MEMBER OF CONGRESS FROM 
THE SEVENTH DISTRICT OF KENTUCKY 


Mr. Perkins. Mr. Chairman and members of the committee, I cer- 
tainly will not indulge upon your time and patience at this late hour. 
I am here to endorse the Douglas bill and I hope that some action 
will be forthcoming during this session of Congress. Unemployment 
in the district that I represent in eastern Kentucky has been serious 
since 1950. In fact, during the past 5 years, the high rate of insured 
unemployment has been more than 4 times the national average. Just 
to mention an instance in the Pikeville-Prestonsburg area: During 
the year 1954, that was the year that our unemployment rate in eastern 
Kentucky was the highest, our principal and only industry down 
there is coal mining. And naturally that was due to the fact that 
the coal industry was in trouble. In September of 1954 the rate of 
insured unemployment—these figures were obtained from the depart- 
ment of economic security, Frankfort, Ky., and also from the Labor 
Department—the rate of insured unemployed was 30.5. 

he total national at that time was 4.4. And in the Pikeville area, 
September 1954, the rate of insured unemployment was 38.4, 4.4 times 
the total national average. 

In fact, I think this was the worst depressed area in the United 
States during the calendar year of 1954. Southaie Illinois was almost 
as bad; but I think the insured unemployment figures of this area ran 
higher several months of the year. 

In the Prestonsburg area in September of 1954 it was 28.4 percent. 
That was 4.4 times the national average. 

Now, I know that action is long past due. I personally feel that the 
Government must move in. 

The President in his message yesterday indicated that there would be 
action, technical assistance, and making loans available. This, in my 
judgment, is not fully recognizing the legislation that is needed to 
cope with these depressed areas. And I feel strongly that Senator 
Douglas’ bill does offer assistance and remedies that cane been needed 
for several years. 
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Now, I know that there are certain things, certain problems facing 
all of these little depression areas that are local and particularly in the 
area that I represent many things must be done to make the area 
attractive to cause new industry to come in. And many of those 
things have been mentioned here today, particularly industrial water, 
and water transportation, better roads, construction of school build- 
ings. And the Government owes the duty to its citizens to certainly 
develop its waterways and to develop reservoir sites where they are 
wholly undeveloped in an area. 

That situation holds true in eastern Kentucky. And we are hopeful 
that we can make some progress. The Army engineers are now study- 
ing our rivers with a view of recommending transportation and with a 
view of locating suitable reservoir sites on both the Kentucky and Big 
Sandy Rivers. But we do not have any industrial water in the area. 
And that has been the chief complaint from all the business concerns or 
industries that you contact. They say, “Well, your area down there is 
not attractive.’ And many times they will mention reasons why. 
And I think this is a good approach, Senator Douglas. And another 
thing that I want to mention briefly is that the coal industry must 
receive more consideration than it has been receiving to keep it healthy 
in the future. And so far as the industry is concerned, it 1s admitted 
that the coal industry is scattered all over America, and constitutes 
approximately 99 percent of the energy ; and the other fuels only about 
1 percent; that is, petroleum and natural gas. But the other fuels are 
bearing about 60 percent of the energy load today. And there is 
entirely something wrong. 

Now, we had a research plant, Senator Douglas, I am sure knows 
about—any way, I have some information on it here from a chemist; 
it was set up in 1944 and 1945 near St. Louis, Mo., a plant that cost 
$75 million. Well, that plant out there in 1953 was dismantled on 
the recommendation of the Secretary of the Interior on the basis it 
would save approximately $2 million. We made a fight to restore the 
appropriation when the Interior appropriations were on the House 
floor. But we just didn’t have the votes to do it. 

The plant thereafter was dismantled. The knowledge gained was 
thrown away. Parts of that plant had been brought over here from 
Europe at great cost. And I just mention that as an instance to show 
that our Government has not been taking advantage of research in 
the coal industry. 

Now, I have gone along here in my testimony and cited the provi- 
sions of your bill, Senator Douglas, which I certainly will not under- 
take to enumerate. I will just ask permission to put this statement 
in the record. 

Senator Doueias. You may do that. 

(The prepared statement of Congressman Perkins is as follows:) 
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STATEMENT OF Hon. Cart D. PERKINS, MEMBER oF CoNGRESS FRoM KENTUCKY 


Unemployment in eastern Kentucky is no new problem as it has been serious 
since 1950. 1954 was probably the worst year when the rate of insured unemploy- 
ment was approximately 3 times the current rate. However, the current rate 
in the Hazard-Pikeville-Prestonsburg areas is approximately 4 times the national 
rate. The rate of insured unemployment for these areas in September 1954 and 
September 1955 was as follows: 


| Rate of insured | 
| wunemploy- (| Total national 
ment | 


Hazard area: 
September 1954..__.__ __- 
September 1955_....____- 


Pikeville area: 


NSBR oeS 
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The national rate of insured unemployment had increased from 2.3 in Sep- 
tember to 2.8 by the middle of December. But even this latter figure is still close 
to one-fourth as large as the insured unemployment rate in these eastern Ken- 
tucky areas. 

The number of initial claims filed in all States for the week ending December 
24, 1955, was reported by the Bureau of Employment Security at 295,000 com- 
pared to 304,000 in the corresponding week of 1954, or less than 3 percent decrease 
from last year. 

The increased demand for coal during this past year certainly is reflected in 
these figures, no doubt due to a fast-growing electric-utility industry, steel output 
running high, and an improved foreign market. 

Another boost to the coal industry, of course, is the fact that the field price 
of petroleum at the point of production has an almost all-producing field now 
moved up and beyond $2 a barrel. In some fields higher quality oil is $3 or 
more a barrel. At $2 per barrel, oil is equivalent in energy value to approxi- 
mately $8 per ton coal. This would be $12 a ton at $3 a barrel. This un- 
doubtedly has given coal a better competitive advantage because in these lower 
price ranges, oil was used extensively in steam electric generating plants. Now 
oil costs are higher than coal in many areas. 

Our Government has grossly neglected the welfare of the coal industry in 
comparison with other basic industries. In the first place it is possible to 
recover from coal through processing considerable quantities of gasoline which 
would bring top prices. Along with this, the recovery of light and heavy oils 
of high value is a practical and accomplished procedure together with the 
production of considerable amounts of ammonia. 

The coal to oil plants near St. Louis, Mo., a few years ago were closed down 
under the pretense of saving $2 million a year. 

The Federal Government has already spent billions in research in the field of 
atomic energy. We are all in favor of such expenditures, yet this tremendous 
expenditure with its heavy public support continues at the same time the Gov- 
ernment has sought, first, to curtail, and next, eliminate the research pro- 
gram designed to determine the feasibility of more efficient processing of coal 
to make available its multitude of chemical products and convert it into liquid 
and gaseous fuels. The Federal coal research program, after a brief period 
of very limited and restricted expenditures, was finally stopped and the plant 
dismantled and sold after mililons of dollars had been expended in building up 
research laboratories to study the great potentialities of our most abundant and 
widely distributed energy resource. Much of the equipment in the plant had 
been brought over from Germany. 

Because of the wide distribution of coal and its many highly advantageous 
features, there is great need of solving the technological difficulties that will 
open up new uses and reallocate more of the burden of energy back to coal where 
it rightfully belongs. Steps taken by the Federal Government to establish an 
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adequate research program and an improved transportation program to meet 
and solve the problems of the coal industry would have a very wide reflection 
of benefits throughout the whole country. Since coal is located in approximately 
30 of the 48 States, this is one of those great and major programs that can have 
a broad justification. In spite of this, however, the coal industry, coal mining, 
and the coal deposits are generally neglected, and the attention of the public 
and the appropriations of public bodies for research, and for programs of im- 
provement of energy resources, seem to go continuously and predominantly to 
other types of fuel that are scarce and to types of energy that are merely 
promises rather than actualities. 

In the President’s message yesterday, he assigns the responsibility for com- 
bating chronic unemployment to the localities and States and limits the Federal 
program to technical aid and loans. If we are really to help these areas we 
must go much further and enact legislation such as proposed in the Douglas bill. 

The unemployment and the low level of income in the Seventh Congressional 
District of Kentucky have caused, according to a recent study of the United 
States Department of Commerce, “dire distress * * * families without means 
of obtaining food, children coming to school without having been fed * * *.” 
Data released by the Department of Agriculture show that 3 out of every 10 per- 
sons in the district are subsisting on relief. I feel strongly that as long as our 
Government has surplus food no child should go hungry. 

The good people of eastern Kentucky resent unemployment and the necessity 
of accepting handouts. They want a positive program which would enable 
them to secure a job and to share in the high standard of living which should 
be the birthright of every American. They do not want more relief, but a pro- 
gram which would remove the causes which make relief necessary, and would 
make it possible for them to secure productive jobs in their own communities. 

Meanwhile, one of the tolls of the depressed economic conditions is that thou 
sands of persons are forced to leave their communities in search of a livelihood 
for themselves and their families. In the 4 years between 1950 and 1954 the 
population of the Seventh Congressional District declined by more than 10 
percent. Most of these people were forced by economic necessity to leave their 
communities and the surroundings in which they were brought up and which 
they loved dearly. 

I have consistently advocated a fundamental program which would improve 
the living conditions and income level of the people in the district which I am 
privileged to represent, and similar areas. This program includes the construc- 
tion of federally financed schools, roads, industrial water supply, water trans- 
portation, liberalization of social security, improved communications systems, 
and other programs giving greater purchasing power to the low-income groups. 
In the last two decades we have made some progress along these lines of supply- 
ing the basic needs required for economic development. I am hopeful that the 
study now in progress will locate suitable reservoir sites and recommend water 
transportation on both the Big Sandy and Kentucky Rivers. I am also hopeful 
that Congress will appropriate the necessary funds to commence construction on 
the Buckhorn Reservoir which will help out immensely. 

I feel that the program proposed by the distinguished senior Senator from 
Illinois, Paul H. Douglas, and other Senators, is one that should be enacted 
into law at the earliest possible date. The program is designed to help these 
communities to help themselves to solve their economic problems. The pro- 
gram would be based upon local initiative, and would help depressed areas by 
expanding the total economic activities of the Nation. 

The major provisions of the bill which I introduced, which varies slightly 
from the Douglas bill, are as follows: 

1. It sets up an agency whose sole function would be to help depressed areas. 

2. The administrator of the agency is authorized to make loans or grants up 
to 100 percent of the cost, depending upon the economic conditions of the area, 
for the construction of industrial plants and other industrial and commercial 
facilities, including commercial water, to attract new industries to depressed 
areas. 

3. The Administrator of the Agency is authorized to construct needed public 
facilities, including secondary roads, to make the depressed communities more 
attractive to new enterprise and to help established business. The contributions 
of the local communities will depend upon their ability to pay. The Federal 
Government will bear the balance of the expenses. 

4. Federal procurement agencies shall procure supplies and services, to the 
maximum practicable extent, from depressed areas. 
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5. The Agency shall make available to depressed areas technical information, 
market research, and other forms of technical assistance. 

6. The Secretary of Labor is directed to provide suitable reemployment 
training and vocational education to the reemployment training and vocational 
education to the unemployed in the depressed areas. 

7. Unemployed persons in depressed areas who avail themselves of retraining 
opportunities are entitled to extension of unemployment insurance for an 
additional 13 weeks. 


The provisions spelled out in the bill are sufficiently flexible to fit the diverse 
needs of the many communities suffering from excess unemployment. They will 
help these communities to return to the road of recovery and economic prosperity. 

I am hopeful that this legislation will be reported by the committee and 
passed by the Senate at the earliest possible date. I intend to introduce the 
Douglas bill in the House of Representatives on Thursday with the modifications 
mentioned above. Legislation of this type should be enacted by all means during 
the coming session of Congress. 

Mr. Perkins. Primarily these distressed areas a to be coal 
areas, except, as I understand it, some textile areas up in New England, 
and perhaps some other areas. But there is no necessity for this high 
rate of unemployment to continue in this country with so much pros- 
perity in general. And we owe the duty to these depressed areas to take 
action. Xna I for one believe that the States and the local communi- 
ties are not in a position, and do not have the resources, to take the 
drastic action that is necessary to give some relief to these communities. 

I thank you. 

Senator Purret.. May I say, Mr. Congressman, I hope that my re- 
marks were not misunderstood. I believe the Federal Government 
must help in solving this problem of these pockets of unemployment, 
these depressed areas. 

I strongly feel that. Not only do I feel it, but the President feels it. 
He expressed it last year. He expressed it again in the state of the 
Union message. I am sure that some legislation will come out of it. 

When I spoke about—when I asked the questions as to whether the 
State had aided, I was thinking of those other areas than what was 
covered by the Senator’s bill that got into the discussion. 

I am for Federal Government helping in solving this problem which 
must be solved, and which is a bad problem. We have areas in my 
own State that are blighted areas. 

Mr. Perkins. The President last year—I think the economic report 
will bear me out—stated in his economic report that it was primarily 
a State and local government responsibility. 

Senator Purreitt. Would you mind for the record if we put it in? 

Mr. Perkins. No. 

Senator Purreni. I would not like to feel that there was any ques- 
tion as to the interest of the Government in seeing this problem. 

Mr. Perkins. You will find that on page 57. 

Senator Purrett (reading) : 

The Federal Government should be willing to assist depressed communities 
to develop workable solutions to their problems. Accordingly, the area develop- 
ment program of the Department of Commerce, which can be so helpful in revital- 
izing a community’s industry, should be further strengthened. 

For the time being, it is desirable to continue it, and to place Government 
contracts, as far as feasible, in those areas. 

That was in the 1955 report. 

Senator Dovatas. May I object and say that the Joint Committee 

on the Economic Report held hearings on that? I think it was the 
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unanimous conclusion that the recommendations were inadequate in 
the President’s message and the general report of the committee. 

Then a supplementary report, signed by all except one or two of the 
Democratic members, went into the matter in much greater detail and 
indicated more vigorous action. Now, we welcome the cooperation of 
all interested groups. 

Senator Purrext. I think it is important, don’t you, Senator, that 
we are not only interested now, but there are those who have been 
interested in the past in this problem, such as our President has? 

I think we might mention, since we are bringing this up, we might 
montis what the President said in the state of the Union message. 
He said: 


We must help deal with the pockets of chronic unemployment that here and 
there mar the Nation’s general industrial prosperity. Economic changes in re- 
cent years have been often so rapid and far-reaching that areas committed to 
a single local resource and local activity have found themselves temporarily 
deprived of their markets and livelihood. 

Such conditions mean severe hardship for thousands of people. As a slow 
process of adaptation to new circumstances goes on, this process can be speeded 
up. Last year I authorized a major study of the problem to find additional 
steps to supplement existing programs for the redevelopment of areas of chronic 
unemployment. 

Recommendations will be submitted designed to supplement with Federal tech- 
nical and loan assistance local efforts to get on with this vital job. 


and I think the testimony this morning indicated that is the conclusion 
of others. 


But a soundly conceived program can be of assistance to them * * *— 
and others, and I think the Senator’s program is along that line. I 


| thought we ought to have that in the record. 

Senator Dove.as. I appreciate the comment of my good friend. I 
would like to ask that at an appropriate point in the record, the state- 
ments both of the joint committee as a whole, and of the Democratic 
members, be included, and also may I make this personal remark: 
That we are very glad if we have contributed to the enlightenment 
and intellectual development and moral responsibility of the adminis- 
tration. 

(The statements referred to appear in the appendix.) 

Senator Purtety. I certainly am happy to see that you pattern, at 
least, anyway, your present program, after what the President sug- 
gested last year in general, and what he is doing in this year in partic- 
lar. 

For fiscal 1954, a total of $55,000 in the Commerce Department ap- 
propriation for area development. This is for study and so forth. 
That amount was increased to $120,000. Now he is coming up, as he 
told you in the state of the Union message, Senator, as you well know, 
with a loan program, and there is much other information here, but I 
want to go to lunch and I am sure the Congressman does, and I am sure 
the Senator does. 

Senator DovuG.ias. I suppose from the statement the Senator is mak- 
ing, it is very likely that he will be one of the sponsors of this bill. 

Senator Purret. I never sponsor a bill until I have read it. I don’t 
follow the practice of others. 

Senator Douauas. I take it, then, you haven’t read the bill ? 

Senator Purte... I haven’t read the bill the President proposes. I 
have read your bill. 
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Senator Dovetas. I hope it is as good as bill S. 2663. I hope it will 
include some provisions for grants for needed public works which will 
improve the productive capacity of the localities, and that it will pro- 
vide some direct Government loans and not merely another Small 
Business Administration fiasco. 

Senator Purreii. It wasn’t a fiasco in the Connecticut River Valley. 

Senator Doveras. I think that is perhaps the one place in which the 
Small Business Administration—— 

Mr. Perxins. The Economic Report of the President, January 1955, 
page 57, I would like to read these words in response to the Senator: 

It would be well to recognize, however, that these programs—treferring to the 
Federal programs for unemployment—can make only a limited contribution to 
relieving spot unemployment, and that the large part of the adjustment of 
depressed areas to new economic conditions both can and should be carried out 
by the local citizens themselves. 

The Federal Government can make its most effective contribution to their 
needs, as well as those of others, by steadfastly pursuing monetary tax expendi- 
ture, debt management and general housekeeping policies to promote a high 
and stable level of employment in the Nation at large. 

That is from the Economic Report. 

Senator Purre.tt. Would the Congressman disagree with those con- 
clusions that these contributions should be made at the local level? 

Mr. Perkins. Wherever possible. But it is wishful thinking to 
think that the local communities can carry all this burden in these 
depressed areas. 

Senator Purrett. Would the Congressman agree, in the light of 
the President’s message, that portion of which I read, he doesn’t 
believe that they can carry all of it, and he so stated ? 

Senator Doveias. There has been a very definite improvement in 
the thinking of the administration as the result of the introduction 
of 2663. 

Senator Purrert. If the Senator -wishes to take credit for that 
change, why, of course, I can’t stop him. 

Mr. Perkins. Thank you very much, Senator Douglas. 

Senator Doueias. We will meet again at 2 o’clock. 

(Whereupon, at 1:30 p. m., the subcommittee recessed, to reconvene 
at 2 p. m.) 

AFTERNOON SESSION 


Senator Dovexas. Sorry we are a little bit late, but we were in ses- 
sion until about 1:35. We will start now, because we understand 
our first witness wants to get away. 

The first witness is Mr. Kar] M. Kempf, president of Industries for 
Amsterdam, Inc. Glad to have you sir. 


STATEMENT OF KARL M. KEMPF, PRESIDENT, INDUSTRIES FOR 
AMSTERDAM, INC. 


Mr. Kempr. Thank you, Chairman Douglas and members of the 
Senate Committee on Labor and Welfare. I appreciate the oppor- 
tunity to appear before you and present the testimony concerning the 
problems facing our community, Amsterdam, N. Y. 

In January of 1953 with unemployment at approximately 1,000 

ople, the chamber of commerce started to investigate what could 
c an to supplement our two major industries, carpet mills, with 
several small diversified industries. 
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By October 1, 1953, it was decided that the best way to prove to 
interested industrial prospects that Amsterdam is a united community 
and wanted them to settle here, was to raise $250,000 to build a 50,000 
square foot building and offer it on a lease, purchase basis at cost. 

In the meantime, unemployment grew steadily worse, caused by 
cutbacks in defense orders that were currently being done at Water- 
vliet and Schenectady, N. Y., plants where we had between 2,500 and 
3,000 of our citizens working for a period of several years. 

By December 11, 1953, the Department of Labor released to the 
press the following (in brief) : 


Unemployment filings are at 2,049—compared to November 13 filings of 1,430. 
To be added to this load are approximately 500 other persons not covered by 
provisions of the State unemployment insurance law—but who are seeking jobs. 

By March 1, 1954, with employment growing steadily worse, we 
started our drive to help ourselves by raising $250,000 in donations. 

On April 7, 1954, we reached $270,000 and by the end of April had 
exceeded $300,000 in pledges. 

This was ore to any industry that the people of Amsterdam were 
sincere in their desire to welcome any stall industry (150 to 500 
employees) to our community. 

y November 30, 1954, with employment still getting worse (3,600 
unemployed) at that time a 40,000-acre plot had been purchased by 
Industries for Amsterdam, Inc., group and ground was broken for 
the first expandable type industrial building. 

By the end of December 1954, many persons had been laid off in 
other defense plants and families were packing up and leaving to 
find work elsewhere. 


Over the Aigieew of the last 25 years, Amsterdam had no population 
a 


or industrial growth but had stood still. During the war years, no 
Government or private war plants were built with the consequential 
result that no buildings of modern type were available to attract new 
industry. 

At this time, we were hit a hard blow on January 29, 1955. Our 
second largest major industry announced its was consolidating its 
local plant with one in another State. 

This meant the loss of 2,500 more jobs by the end of 1955 in a 
community of 32,240 population. 

In October of 1955, the following were employed: Manufacturing, 
8,350 people ; nonmanufacturing or other fields, 6,000. 

At that time there were 3,150 unemployed in Amsterdam. Within 
a 17-mile radius there were 7,300 unemployed and within a 34-mile 
radius there were 15,200 people eae 

Senator Dovetas. Mr. Kempf, within what radius would the Johns- 
town-Gloversville area be? 

Mr. Kempr. That would come within the 17-mile radius. 

Senator Doveras. And Gloversville has been hit a very hard blow, 
haven’t they ? 

Mr. Kempr. They have. Within the past few months that situ- 
ation has cleared itself up somewhat. 

Senator Dovue.as. Yes. 

Mr. Kemrr. It isn’t considered quite as critical as it was. But we 
still consider them pretty much a part of our problem the same as 
we do our own. 


73437—56—pt. 1——10 
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Senator Doveias. People don’t wear gloves very much now; isn’t 
that true? 

Mr. Kemer. That is right—— 

Senator Doveias. Except work gloves. 

Mr. Kemer. That is right. As soon as the Bigelow-Sanford Co. 
has completed its moving job, this city total of unemployed is expected 
to reach closely between 3,500 and 5,000 persons. This, of course, will 
include 200 families who have left or moved to other localities where 
work is available. 

Right here I might add that this is getting worse by the minute. 
There are more people moving every day. 

There is a steady decline of business, each month store buildings 
bacome vacant and other persons are thrown out of work. With 
this business decline, merchants lay off employees and others are 
added to the unemployment problem. 

At this point I would like to state that on December 13, 1955, the 
following article appeared in the papers. Our good friend Mr. 
Dickinson of the Department of Commerce while speaking before the 
New York State Joint Legislative Committee, said, “Amsterdam 
is the only distressed area in New York State.” I feel that he meant 
that we were the hardest hit and that there were probably other com- 
munities that needed assistance as well as ours. The Department 
of Commerce is working very closely with us to see what can be done 
in our distressed community. 

Factory payrolls in November 1955 have declined 12.5 percent 
compared with the same period one year ago. Factory employment 
declined 11 percent over the same period. I expect that December 
figures will be even worse. 

Relief cases were up 6.5 percent, over the same period last year. 

Building permits in the year of 1955 were one-half of those in 1954. 
In fact, for the previous year to that they were one-quarter of what 
they were in previous years. 

This is only a small picture of what can happen to a city when it 
loses industries and unless new industry moves in this can grow worse. 

In the past few months we have interviewed or communicated with 
over 100 prospects that would like to either expand their industrial 
operation or more from their present area that have a tight labor 
supply. 

Many of these firms are just looking for cheap labor market or 
want something for nothing. However, many of them are good, 
reliable firms looking for a more plentiful labor market but lack the 
necessary capital to make the move from one community to the other. 

We have offered these firms our new 50,000 square foot industrial 
building and also have available over 2 million square feet of desirable 
floor space in the buildings vacated by the Bigelow-Sanford Carpet 
Co. All of this at a very low rental or purchase arrangement. Up 
to this moment we have not been successful, primarily due to the lack 
of moving or expanding capital on the part of the interested prospect. 

This is where the merits of such a bill as Senator Douglas is pro- 
posing should be discussed. There is a definite need for such a bill, 
»roviding it will cover a need where others such as banks, Government 
Coning agencies, and private capital do not. 

Now, Senator, I believe this bill should cover and be limited in 
scope as follows: I only have a brief of what the bill actually covers. 





DEPRESSED AREAS 141 


I have heard some of the previous testimony this morning, and 
many instances it covers some of the ideas I have in mind. 

Senator Dove.as. Very glad to have heard your suggestions. 

Mr. Kemer. Thank you. 

We think that the bill should be confined to loaning of risk capital 
that is beyond the ability of local banks and other Government au 
ing agencies. 

To comment on that, we have found in our interviews that many 
industries have excellent backgrounds, good organizations, fair to good 
working capital, but still lack sufficient ‘apital to move from their 
present location with business expansion in mind. 

This may involve from $50,000 up to $200,000 in risk capital. 
Some of these companies want these loans to be unsecured so that 
they can stand on their own feet, when it comes to any increased 
inventories and purchasing of new ‘machiner y: 

Can I elaborate on that just a moment ¢ 

Senator Dovenas. Please do. 

Mr. Kemper. Based on the face value of their statements, in most 
instances banks or loaning agencies of the Government or our new 
State loaning agency which will be along the same lines as other 
State agencies that are for the purpose of loaning capital to indus- 
tries, you are going to find that industries will be turned down the 
same as other loaning agencies have done in the past. And Senator, 
unless this bill is drawn up in some way to go beyond the reaches 
of present agencies, then I think we have maianed the point. 


Senator Dovuexas. I quite agree with you that it should not have 
the restrictions that are placed on Small Business Administration. 


Mr. Kempr. That is correct. 

Then there are other companies that want risk capital to move, 
to train new employees, and to purchase new machinery and shop 
equipment. 

Again let me state that there are many such companies that if they 
were given the chance they could grow, put more people to oak 
and be closer to the market for their finished goods. 

Senator Dovcias. Mr. Kempf, I think your suggestions are very 
good. I would like to also point out that section 9 (a) (2), however, 
states that the administrator shall make these loans only where the 
fund for construction of such plant or facility are not otherwise 
available on reasonable terms. In other words, we are not intending 
to supersede the existing banking structure, but where the banks or 
other credit agencies cannot provide the loans, then and only then will 
the governmental agency come in. 

Mr. Kemer. That is a good point and it should be carried out pretty 
much along those lines, definitely. 

Senator Douveias. Thank you. 

Mr. Kempr. We believe a depressed area is any area that has 5 
percent of its working forces unemployed and that a community 
is taking action to help this situation by inviting industries to come 
to their city or town. We believe this is particularly true when a 

city is Inv iting industry to its community. 

Senator Doveras. Of course, you realize that I drafted this bill 
in very conservative mood. 

Mr. Kempr. I understand that 
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Senator Doveras. And it is very welcome to have a past president 
of a chamber of commerce and president of Industries for Amster- 
dam, New York, wanting more vigorous action than a member of the 
Democratic Party advocates. So I can say that in response to popular 
pressure we can always relax the definition if the business interests of 
the Nation demand it. But I was trying to be extremely conservative 
as my natural tendency is in that direction. So it is very encouraging 
to see you push me on to more vigorous and advanced action. _ 

Mr. Kempr. Well, Senator, I want you and your group to feel this 
way, that I am not just speaking for Amsterdam alone, but for all 
distressed areas. 

Senator Douetas. I understand; yes. I understand. 

Mr. Kemper. There are a lot of places in this Nation that need this 
help the same as we need it, and they need the kind of help that we 
are talking about. And it must be a very broadminded agency that 
you should set up, of some kind, if it is going to do the necessary job. 

Senator Doveias. With some vigor. 

Mr. Kempr. And it has got to work fast. But I am going to add 
a little to that by saying this: That banks, private or community funds 
should, wherever possible, be a part of every transaction to prove its 
need. And, to go further than that, we believe that no community 
should be helped that will not help itself. If a community isn’t wide 
awake enough to realize its own situation and ready to go out and fight 
for it, with banks, private capital, community capital into the picture, 
Senator, then I believe that you should not take them too seriously. 
I think you will agree that there should be other funds in it. 

The bill provides the Administrator “may make loans in financing 
construction of industrial plants.” We suggest it read the same as 


quoted with this addition: “construction of industrial plants or the 
remodeling or renovating of present plants to suit a tenant.” 

I think that is a must in this bill for this reason, not only our com- 
munity but others. I heard stated here this morning in testimony that 
someone else suggested it should be incorporated to cover more than 
new plants. Because if on do nothing but build new plants you will 


find that they will be taken quickly. We have no idea in mind that 
we will not be successful in leasing or renting our new plant or selling 
it. Iam referring to the one we have recently built, with 50,000 square 
feet. But the soublens is going to be to fill the 2 million square feet of 
floor space in the old existing buildings that Bigelow-Sanford moved 
out of. That is going to be the real problem. And that is where most 
of this risk capital is going to have to come in. 

Senator Doveras. I agree with you. We should recognize this: 
That many of the textile mills, for instance, were designed in a period 
when 3- and 4- and 5-story mills were the fashion, and it is very hard 
to get new concerns in those multistory mills. The modern 1-story 
industrial mill is much more attractive to industry. But what you 
pen is that it may be one or the other, and the administrator would 

ave the choice in such matters. 


Mr. Kempr. Yes. He should definitely try to remodel and fill the 
old buildings if he can. 
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We have some 40 prospects right now for the old Bigelow buildings, 
and of those 40 let’s pare them down to, say, 15 or 20 that are good 
or fairly good reliable prospects. The rest of them we will discard 
as too great a risk. 

In most instances prospects need up to $100,000 to move, as an 
example, to move their present machinery out of an area that has a 
very ti ht labor supply, I am not talking about cheap labor, but 
about fair labor, not the highest priced or not the lowest priced. 
But if at this moment there was such an agency as you are talking 
about, a bill that could step in and help in these particular instances, 
with risk capital I can assure you that the banks, the small-business 
loans, FHA, or any of those in existence now will not loan the neces- 
sary amount of capital required based on the present statements. 
The banks will step in up to a certain point, but again this is where 
we need risk capital. I am talking about businesses that are 10 years 
or older, and they want to expand and to move out of their present 
locations and try to develop into a larger organization, and they 
can’t without risk capital. 

To sum it up: Unless the proposed organization under this bill can 
act quickly—loan moneys beyond the ability of banks and Govern- 
ment loaning agencies to reasonably sound companies that require 
risk capital, then, the nature and the purpose of this bill will ove 
failed to provide what is most urgently needed. 

Senator Doveras. Thank you very much, Mr. Kempf. We appre- 
ciate it very much, indeed. 

Mr. Kemer. Thank you. 

Senator Doveias. The next witness is Prof. William H. Miernyk, 
director, bureau of business and economic research, Northeastern 
University. 


STATEMENT OF WILLIAM H. MIERNYK, DIRECTOR, BUREAU OF 
BUSINESS AND ECONOMIC RESEARCH, NORTHEASTERN UNI- 
VERSITY 


Mr. Mrernyxk. Senator Douglas, in the interest of brevity, I had 
not planned this afternoon to present in any detail the results of 
several studies of the depressed textile communities of New England 
which my associates and I have been conducting for the past 5 years. 
Some of these results have been published in a number of places, and 
some of them have been presented to the hearings conducted by 
Senator Neely and Senator Sparkman and if you feel it would be at 
all helpful I have here a brief summary of ours. 

— Doveras. I would like to have that made a part of the 
record. 

Mr. Miernyk. Fine, I will leave this with you to be put into the 
record. 
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(The information is as follows :) 


Laror Mositiry AND ReGionaL GROWTH 
(By William H. Miernyk*) 


Reprint No. 2 (reprinted from Economic Geography, vol. 31, No. 4, October 1955, 
pp. 321-330), Bureau of Business and Economic Research, Northeastern 
University 


A number of years ago Allen G. B. Allen Fisher and Colin Clark called attention 
to the structural changes in employment which accompany the industrialization of 
underdeveloped economies.’ The thesis developed by Clark and Fisher is that 
technological progress reduces labor requirements in the primary sector of the 
economy, thereby making available a larger proportion of the labor force to the 
secondary sector. Later, technological progress in the secondary sector permits 
an increasing proportion of the labor force to be employed in tertiary activities.’ 

More recently, Lewis H. Bean has pointed out that there is a close relationship 
between per capita incomes in various countries and the stage and pattern of 
industrialization.* Bean and others have also tried to explain the relative 
per capita incomes of regions in the same terms.‘ There is general agreement 
that incomes rise as dependence upon the primary sector is reduced. Clark 
and Bean argued, however, that incomes will rise still further as there is a 
progressive shift from the secondary to the tertiary sector. This conclu- 
sion was accepted by Hyson and Neal.® The core of this argument is that the 
successive shifting of the labor force from primary to secondary, and later to 
tertiary, occupations is the essence of economic development. Prof. Seymour 
Harris, however, has questioned this. He has suggested that gains in tertiary 
employment “do not always reflect a rising standard of living, as Colin Clark 
claims, but frequently reflect a deterioration in manufacturing * * *.’° Pro- 
fessor Harris’ position has been supported by Jean Fourastié, a French political 
scientist, who believes that a shift in the labor force from the secondary to 
the tertiary sector which is not induced by technological progress is evidence 
not of economic development but of economic retrogression.’ Fourastié’s posi- 
tion is that a nation is not wealthy because it has a large tertiary sector: rather, 
it is the inverse. As the wealth of a nation increases it can afford to have a 
progressively larger proportion of its labor force engaged in trade and service 
activities. If the shift of the labor force from the secondary to the tertiary 
sector proceeds too rapidly, i. e., without a significant increase in productivity in 
the secondary sector, the result may be what Fourastié terms a “tertiary 
crisis.” This he considers to be the case in France.” Similarly Professor Garnsey 
has pointed out that a region may have a larger proportion of its labor force 


*Dr. Mierynk is associate professor of economics and director of the Bureau of 
Business and Economic Research at Northeastern University. The field work for this 
aper, which was presented before the Association of Regional Scientists at Detroit, Mich.. 
ecember 28, 1951. was conducted in 6 New England textile centers between September 
1953 and March 1954. 

1 Allen G. B. Fisher: The Class of Progress and Security, London, 1935; Colin Clark: 
The Conditions of Economic Progress, London, 1940. 

2The primary sector includes agricultural, pastoral, forest, fishing, and hunting in- 
dustries. hie secondary sector includes manufacturing, electric power production, mining, 
building, and construction. The tertiary industry is defined as all other economic activities. 
See Colin Clark: The Economics of 1960, London, 1942, p. 22n. 

% Lewis H. Bean: “International Industrialization and Per Capita Income,” pt. V of 
Studies in Income and Wealth, National Bureau of Economics Research, 1946, p.121. “By 
stage of industrialization is meant the proportion of a country’s working population 
engaged in the primary occupations—agriculture, forestry, and fishing: by pattern of 
industrialization, the relative importance of secondary occupations—manufacturing, mining, 
and construction ; and of tertiary occupations—trade and services,” loc, cit. 

#See Morris E. Garnsey: America’s New Frontier: The Mountain West, New York, 
1950, pp. 141-153: Charles D. Hyson and Alfred C. Neal: “New England’s Economic 
Prospects,” Harvard Business Review, vol. 26, March 1948, pp. 156-180; and Lewis H. 
Bean, op. cit. 

5 Op. cit., p. 168. 

— E. Harris: The Economics of New England, Harvard University Press, 1952, 
p. 286. 

7Jean Fourastié: le Grand Espoir du XX® Siecle, Presses Universitaires de France, 
Paris, 1950, pp. 92-93. A summary of Fourastié’s ideas may be found in his Esquisse 
D'Une Théories Générale de L’Rvolution Hconomique Contemporaine. Presses Univer- 
sitaires de France, Paris, 1947. 

8 On this point, Colin Clark would evidently agree: “In France * * * there appears to 
have been almost a complete cessation of economic growth since the beginning of the 
present century. Until very recently at any rate this was certainly not attributable to 
unemployment.” See The Conditions of Economic Progress, p. 148. 
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engaged in tertiary activities than the nation and yet its per capita incomes 
may be below the national average.” Evidently, as Professor Harris has sug 
gested, the progressive shifting of a region's labor force into the tertiary sector 
need not be an indicator of economic development. 

One should emphasize that the shifts in the labor force discussed in the 
preceding paragraphs relate to the long-run; the same workers are not neces 
sarily involved in the transition from one sector to another. In general, such 
changes have occurred slowly, and in large measure they represent the novement 
of succeeding generations of children into new occupations.” In those countries 
where new generations have not been bound by occupational traditions, the shifts 
have proceeded fairly smoothly. 

It is necessary, however, to distinguish between such long-run shifts in the 
labor force and short-run labor mobility. By the latter we mean “changes of 
job, of employer, of occupation, of industry, of locality or region, and also changes 
of status, such as entrance to or exit from the labor market, and shifts from em- 
ployment to unemployment or vice-versa,” “ where all changes refer to a given 
worker or a given group of workers. The present paper is concerned with labor 
mobility and immobility in the short-run, and with their influence on long-run 
shifts in the labor force and regional economic development. 

In the United States, as the regional economy of the South has shifted from 
dependence upon agriculture and other primary activities to increasing depend 
ence upon manufacturing, labor has moved readily from the farm to the factory. 
Manufacturing establishments located in the South have offered unusually good 
employment opportunities to the children of southern farmers. And labor in 
the South has Leen available in abundance.” Even before the tempo of indus- 
trialization in the South was accelerated by World War ITI and its aftermath, 
technological progress in agriculture had reduced man-hour requirements, and 
the agricultural sector was characterized by chronic underemployment. When 
factories were located in southern rural communities they were swamped with 
job applicants. It is not uncommon even today for hundreds of applicants to 
leave their names with the employment office of a new establishment which can 
hire at most one-tenth their number. 

Southern workers seeking industrial employment are typically the younger 
members of the labor force. Older workers who have spent a lifetime in 
agriculture may not readily make the transition to manufacturing industry, but 
their children make the transition easily.“ Although many other factors must be 
considered in explaining the rapid industrialization of the South in recent years, 
one of the most important was the availability of a large pool of relatively young 
and adaptable workers. This, in turn, was the result of a high degree of long-run 
labor mobility between the primary and secondary sectors. 

The situation is quite different, however, in an older industrial region such as 
New England. The industrial structure of New England has been changing 
in recent years. The precipitous decline in textile employment is well known, but 
this has been offset to some extent by the growth of durable goods industries in 
the region, and total manufacturing employment has not declined as much as 
textile employment. 

There has been, however, an absolute as well as a relative decline in manu- 
facturing employment in New England. The gains resulting from the expansion 
of new industries, notably electronics and apparel, have not been sufficient to 
offset the decline in textile employment. As a consequence there has been 
a long-run shift to tertiary occupations, but there has not been enough of a demand 
for labor in the trades and services to absorb new entrants into the labor force 
as well as the displaced textile workers, and as a result there is a relatively 
high level of chronic unemployment in the region which is concentrated for 
the most part in those areas hardest hit by the decline of textiles.” 


® Op. cit., p. 146. 

1 Cf. Fisher, op. cit., pp. 117-118. 
_™ Gladys L. Palmer: Labor Mobility in Six Cities, Social Science Research Council, 
New York, 1954, pp. 4-5 
_72See Economy of the South, Report of the Joint Committee on the Economic Report, 
T ee Printing Office, Washington, 1949, pp. 4—5. 

i 

4 Cf. Fisher, 2. cit., pp. 117-118. 

% Arthur A. Bright, Jr., and George H. Ellis (editors): The Economic State of New 
England, Report of the Committee of New England of the National Planning Association, 
Yale University Press, 1954, pp. 312-316. 
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CASE STUDIES OF DISPLACED WORKERS 


Most discussions of the transition in New England have been based upon 
highly aggregated data, and have dealt with the changing pattern of industrial 
employment in the region from the long-run point of view. Although to a large 
extent the problems of short-run labor mobility have been avoided, some have 
simply assumed that workers displaced by the liquidation of textile mills are 
finding jobs in electronics factories, apparel shops, and other industries in which 
employment has been expanding in New England. To test this hypothesis, 
the present writer and others have made a series of case studies of the post- 
liquidation employment experience of displaced workers in some of the major 
textile areas of Massachusetts and Rhode Island.” 


TABLE I.— Workers included in survey by labor market area 


Mail returns 


NVSIsSsE 


Source: Inter-Industry Labor Mobility, p. 13. 


1% For the complete results see William H. Miernyk: Inter-Industry Labor Mobility, 
Northeastern University, Bureau of Business and Economic Research, Boston, 1955. 
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In all, six case studies were made, each consisting of a sample of workers who 
had been displaced by the liquidation of a textile mill in one of the communities 
listed in table I. The population in each case consisted of the workers employed 
in the mill during the last full quarter of operation. From payrolls completely 
random samples, stratified by sex, were selected. The size of the samples varied 
with the size of the mills. In some cases a 50-percent sample was selected (where 
the mill was relatively small) and in others a 10-percent sample was drawn. 
Where it was possible to do so the age and sex distribution of sample workers 
was compared with that of the population. 

Following this, the addresses of the sample workers were plotted on large 
maps. Field interviewers then attempted to contact each member of the sample 
using lists prepared from the maps.” A standard interview schedule was em- 
ployed, and in addition the interviewers attempted to elicit information about 
workers’ attitudes which were recorded as nearly verbatim as possible. Those 
who could not be reached personally were sent a mail questionnaire similar 
to the interview schedule employed. The response to the mail survey was good. 
After the interviews and mail surveys were completed, frequency distributions 
of the two sets of samples were made to compare them with the populations in 
terms of age and sex distributions, the two control factors used (see table II). 
In all cases the comparisons were close with no deviations larger than those 
which could be explained by sampling variation. Hence, the interviews and 
mail surveys were combined for purposes of analyzing the postliquidation expe- 
rience of the sample workers. 


TABLE IITI.—Subsequent experience of former mill workers 


Male Female Total 


Employment experience ee eee ne ee ae ee et ee aaron 


| Number | Percent | Number | Percent | Number Percent 


Presently employed: 1 job since layoff | 301 : 23.3 | 515 30. 2 
| 
| 
a 
| 


Presently employed: several jobs since 
layoff 

Unemploy ed now, had job at one time 

Unemployed since layoff 

Withdrawn from labor force 


153 12.0 | 263 | 15.4 
101 | 12.3 | 214 | 12.6 
166 | 37.6 | 511 | 30.0 
66 136 | 14.8 | 202 11.8 


Total......---- 787 | mao 918 | | 100.0 | 1, 705 | 100, 0 


Source: Inter-Industry Labor Mobility, p. 17. 


The case approach would not mave been appropriate if the cases analyzed 
were unique in some respect. Cases were not selected solely because informa- 
tion about the liquidated mills was readily available, but rather to obtain a 
good distribution of displaced textile workers geographically and over time. 
While we do not claim that the samples of workers studied are completely 
representative of all displaced textile workers in New England, there is a strong 
presumption at least that their experience is representative of a much larger 
group. 

SUMMARY OF FINDINGS 


The average displaced textile worker in New England is relatively old com- 
pared with the average worker in the Massachusetts civilian labor force. The 
model age group for female workers in the civilian labor force is less than 24 
years, and for males it is between 25 and 35 years. But the modal age group 
of female workers in our sample is between 46 and 55 years, and for males 
between 56 and 65. Only 2.5 percent of the sample workers were 24 years of 


17In the Lowell case the mill had not been liquidated but had permanently curtailed its 
work force to about one-fourth the number employed before the downturn in textile em- 
ployment started in New England in 1948. 

The maps also gave some indication of the distances mill workers traveled to their jobs. 





DEPRESSED AREAS 149 


age or younger, while 17 percent of the civilian labor force in Massachusetts 
consisted of workers in this age group.” 

Subsequent experience of former mill workers.—Forty-six percent of the 
sample workers contacted were employed when interviewed. A substantially 
larger proportion of men than women had found new jobs (table IIT) Forty 
three percent of the sample workers contacted were unemployed, although about 
13 percent had been employed at some time since their original layoff rhe re 
maining 12 percent had withdrawn from the labor force with a larger proportion 
of women withdrawing than men. 

The age distributions of employed and unemployed workers are compared in 
Figure 1. It is clearly evident that younger workers were more successful in 
finding new jobs than those, for example, past the age of 45. This is particularly 
true of the male members of the samples. It appears that the greatest barrier 
to reemployment of this group of displaced textile workers was their age 

Interindustry labor mobility —Recent employment trends in selected Massa- 
chusetts industries, during the period covered by our survey, are given in 
Figure 2. It is apparent that the drop in textile employment was much greater 
than the increase in employment in apparel and communication equipment. 
Nevertheless, the latter two industries were expanding. ‘To what extent did 
the displaced textile workers find jobs in the expanding industries? 

The distribution of employed sample workers by industries is given in table IV. 
Despite the very substantial decline in textile employment, textile mills offered 
the best source of job opportunities to the displaced workers with more than 
35 percent of the employed sample workers once again at work in a textile 
mill.” It is interesting to note that only 6 percent of the sample workers, almost 
all of them females, found jobs in the apparel industry. And only 7 percent, 
again mostly women, were employed by the electrical machinery industry group. 
Since there are other industries than communications equipment in this group, 
it is highly probable that less than 7 percent were employed by this growth 
industry. 

After textiles, service occupations absorbed the largest number of displaced 
workers. Most service jobs were relatively low paying and unskilled, and they 
include such occupations as chambermaids, janitors, porters, hospital attendants, 
nursemaids, etc. Most of the remaining workers found jobs in manufacturing 
establishments, and they were employed by a wide variety of industries as 
indicated in table IV. Labor mobility and immobility are matters of degree, 
but given the employment trends in New England during the relevant period, 
the displaced textile workers exhibited a remarkably low degree of interindustry 
mobility. We also found relatively little evidence of geographic mobility among 
the workers included in our survey. 

An earlier study of the mobility of textile weavers lends support to these 
conclusions. Prof. Gladys Palmer found that “the degree of mobility * * * is 
limited * * * in times of prosperity as well as depression.”™ And she con- 
cluded that the “relative immobility of weavers may be considered representa- 
tive of that of most textife workers.”™ In a later study Carrie Glasser and 
Bernard N. Freedman concluded that “like the coal miners of Wales * * * and 
like many miners in this country during the great depression, textile workers 
show a strong attachment to their trades and their communities.” ™ 


'* See Inter-Industry Labor Mobility, p. 15. 
_ ®Even during a period of declining employment in an industry there are some job open- 
ings created by normal labor turnover. In addition, employmet in all textile industries 
does not decline at the same time nor at the same rate. In some cases workers displaced 
by one textile industry were absorbed by another. 

2 Gladys L. Palmer: “The a of Weavers in Three Textile Centers,” Quarterly 
Journal of Economics, May 1941, p. 486. 

2 Ibid., p. 485. 

3 “Work and Wage Experience of Skilled Cotton-Textile Workers,” Monthly Labor Re 
View, vol. 63, July 1946, p. 13. 
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Does this mean that textile workers are unable or unwilling to transfer to 
other industries or occupations? And are they unwilling to move to other areas 
where jobs might be more plentiful? The geographic immobility of our sample 
workers is undoubtedly a function of age rather than occupation. The average 
age of the sample workers was high, and many of them had spent a lifetime in the 
communities in which they had worked, or in nearby communities from which 
they could commute to their jobs. Geographic immobility is probably char- 
acteristic of older workers in general, and should not be considered as a unique 
attribute of textile workers. The willingness of workers to migrate tends to 
decline as they become older and feel bound to their communiites by ties of 
friendship, membership in organizations, and similar noneconemic influences. 
But the lack of interindustry mobility does not appear to be the result of 
unwillingness or inability to move to other industries or occupations. Studies 
of the voluntary movement of workers among jobs and occupations have demon- 
strated that “the amount of voluntary movement has been, without question, 
primarily dependent upon the existence of job opportunity.”™ One may assert 
with equal confidence that had job opportunities existed a much larger proportion 
of the displaced textile workers would have been employed in other industries. 

secause of their age the only jobs available to many of them were in other 
textile mills. It is true that a majority of the workers who found nontextile 
jobs indicated a preference for textile employment, but this is largely explained 
by the higher wages and better working conditions they had enjoyed in the mills.” 


TABLE IV.—Distribution of employed workers by industry 


| Bes r eee 


| Male } Female | 


| } 
Number | Percent | Number | Percent | Number | Percent 

j } | 
Manufacturing: 
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Source: Inter-Industry Labor Mobility, p. 19. 


% George P. Schultz: “Recent Research on Labor Mobility,” reprinted from Proceedin 
of the Fourth Annual Meeting, Industrial Relations Research Association, as MIT Publi- 
cations in Social Science, series 2, No. 34, p. 1. See also Lloyd G. Reynolds: The Structure 
of Labor Markets, New York, 1951, p. 32. 

* There was a substantial decline in earnings between old and new jobs, and a down- 
grading in skilled classifications. For example, while 12 percent of the sample workers 
reported no significant change in earnings and 21 percent reported higher earnings, 64 per- 
cent were earning less in their new jobs than they had prior to their displacement. Some 


oF these who were earning less were still employed in textiles, but in lower skill classifica- 
ns. 
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SIGNIFICANCE FOR REGIONAL DEVELOPMENT 


What is the significance of these findings as far as long-run regional develop- 
ment is concerned? There is little question about the long-run mobility of labor 
either within or between sectors. But our survey, which is supported by several 
earlier studies, suggests that there is considerable immobility in the short-run; 
that displaced industrial workers do not easily transfer to new industries largely 
because of the absence of job opportunity,” and that older workers in particular 
do not exhibit a high degree of geographic mobility. As a consequence, the mi- 
gration of labor-oriented industries from an older industrial region, such as New 
England, to regions which are now industrializing might result in a transfer of 
underemployment from the latter to the former. 

We should distinguish clearly between the relative decline in the secondary 
sector of our national economy which is the result of technological progress and 
a consequent reduction in man-hour requirements, and a relative decline in the 
secondary sector of a regional economy which is the result of interregional com- 
petition. In the former case total output has risen as labor has been shifted into 
the tertiary sector. More efficient machinery has permitted us to turn out more 
goods with less human effort, and workers have been released to provide us with 
more services. Alli this has led to a steadily rising national income. 

In the regional case, however, the results might be entirely different. To the 
extent that the relative decline in the secondary sector is due to technological 
progress the results are no different from those discussed above. But if, in addi 
tion, the relative decline is partly due to the inability of manufacturing employ- 
ers to compete with those in other regions, unemployment in the region will rise. 
Because of the short-run immobility of manufacturing workers this unemploy- 
ment may persist even when there is “full” employment in the Nation as a 
whole.” This in turn will tend to depress wages not only in the secondary sector 
but also in the tertiary sector where employers are faced with less competition 
from manufacturing industry for new entrants into the labor force.” Where 
this occurs, a region may experience a relative decline in its income position.” 

As wages in such a region fall, in relation to national wage levels, there may 
well be expansion of employment in both the secondary and tertiary sectors, 
although not necessarily enough to approach an optimum utilization of the re- 
gion’s labor force. The expansion of employment in some industries while em- 
ployment in other industries is declining, we should repeat, is primarily a long- 
run shift in the labor force and is not evidence of a high degree of short-run 
mobility. 

The present paper has been primarily concerned with a particular occupational 
group in a given region. But the conclusions are not equally restricted. In a 
dynamic economy there will always be some shifting about of industry.” Other 
regions are now beginning to experience some of the transitional problems New 
England has been faced with for some time. If regional development is to 
proceed smoothly these problems must be minimized. 

To date, the operation of the labor market has received secant attention from 
regional scientists and others concerned with regional development. In part 
this is due to the emphasis on long-run change, and a preoccupation with the 
development of backward regions and areas. But in the United States at least 
the problems of structural change in older industrial regions should command 
greater attention in the future. 

There is. some evidence that positive efforts to encourage short-run labor 
mobility can smooth the adjustment to structural change. Some communities 
have initiated programs, involving the cooperative efforts of State divisions of 
employment security and industrial development agencies, to retrain displaced 


% A further contributing factor to labor immobility is a lack of information about labor 
wae ag ae See Lloyd G. Reynolds, op. cit., pp. 84-85; and George P. Shultz, 
op. cit., pp. 5-6. 

27 See William H. Miernyk: Chronic Unemployment in New England from 1947 to 1951, 
Committee of New England of the National Planning Association, Staff Memorandum No. 
2, Boston, May 1952. 

For a discussion of New England’s relative wage position see Wage Differentials and 
Rate Structures Among 40 Labor Markets, U. 8S. Department of Labor, Bureau of Labor 
Statistics, Bulletin No. 1135, April 1953. 

2 The argument that New England has maintained its income position in spite of a 
decline in manufacturing employment is not convincing. It is true that the absolute 
difference between regional and national per capita incomes has remained nearly constant, 
but the relative difference between the two has diminished. 

The long-run trends described by Clark and Fisher will also continue and probably 
— be accelerated by recent developments in the automatization of manufacturing 
industry. 
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workers and place them in new jobs.“ While no one has yet come up with a 
panacea for all the problems engendered by structural changes in employment, 
positive programs to encourage labor mobility have demonstrated that the 
short-run problems can be mitigated. At least they offer something more tangi- 
ble than the vague and often illusory hope that displaced workers will on their 
own be able to find jobs by shifting to new industries or occupations. 

Mr. Mirernyx. I would like to direct my remarks briefly to the 
proposed depressed area act, but I would like to depart from my pre 
yared statement in 1 or 2 places to comment on some questions raised 
be Senator Humphrey this morning. 

The Employment Act of 1946 represented a new departure in our 
public policy toward the problems of unemployment in a free-market 
economy. Although earlier legislation had provided for the payment 
of unemployment compensation and other built-in stabilizers designed 
to prevent a revival of the mass unemployment of the thirties, this 
act explicitly stated that the Federal Government accepted the re 
sponsibility of maintaining an economic climate which would provide 
a high and stable level of employment throughout the Nation. 

Except for the recessions of 1948-49 and 1953-54, we have witnessed 
sustained and rapid economic growth since the end of World War II. 
But in spite of this growth, unemployment has remained above the 
level which can be explained by frictions in the labor market. One 
specific aspect of the unemployment problem was not adequately cov 
ered by the Employment Act of 1946. This is the problem of chronic, 
localized, unemployment which is the result of industrial migration, 
technological change, and shifts in the demand for industrial and con 
sumer products. Although the number of persons chronically unem 
ployed represents a relatively small proportion of the total labor 
forces, the distress in the communities affected has been acute. The 
proposed Depressed Areas Act should go a long way toward solving 
this problem. 

The most important feature of the proposed act, in my opinion, is 
the plan to establish a Depressed Areas Administration. While it 
might be difficult to determine in advance the precise measures which 
will have to be taken to liquidate structural or “spot” unemployment 
in each area, and while it might be necessary to employ different 
measures from area to area, the establishment of a special agency 
charged with the responsibility of reducing or eliminating localized 
unemployment will be the first and most important step to be taken. 

Until recently it has been a widely accepted view that the problems 
of depressed areas were local in character and should be solved through 
local actions. This view is untenable. It assumes that the labor 
supply in each community can be balanced by the attraction of new 
enterprises, primarily manufacturing establishments, to the depressed 
areas. This may not always be possible and if the present bill becomes 
law, the Administrator should be given considerable latitude in imple- 
menting the act. He should not be bound, for example, to attempt to 
achieve a balanced labor supply in every local labor market area. If 
necessary, the Administrator should cooperate with other agencies, 
public and private, to encourage and assist the movement of workers 
from areas of chronic labor surplus to other areas where job oppor 
tunities are more plentiful. 


"For further details see Inter-Industry Labor Mobility. pp. 145-149. 
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Here I would like to comment on a point raised by Senator Hum- 
phrey this morning. He implied that we should not require anyone 
to move from a depressed area to another area in search of employment. 
Well, I would heartily agree that we should not require anyone to move. 
But I think we should encourage people to move. I would like to 
aay by an example of where such action might have been very 

1elpful. 

A few years ago when employment in the steel and aluminum in- 
dustries was expanding in lower Bucks County, 200 miles away in 
Altoona there were a great many railroad shop workers chronically 
unemployed. I have heard that the companies expanding in Bucks 
County were recruiting workers generally throughout the country, 
and yet there was no.mechanism set up to try to move some of these 
people from Altoona to this area of expanding job opportunities. 

Senator Doveas. Despite the creation of a leat ced State sys- 
tem of employment offices? 

Mr. Miernyx. Yes. This is one of the most surprising things. 
Apparently—I am not certain how this works in every State—but 
apparently the local employment office tries to serve the local labor 
market area. I think that one of the greatest contributions the de- 
pressed areas administration could make would be to serve as a co- 
ordinating agency among these different local labor market areas. 

Senator Dove.as. Of course, that is what we thought we were doing 
when we created a Federal-State Labor Employment Service. 

Mr. Miernyk. That is true. But it apparently hasn’t worked out 
in practice. 

would like to go on with my prepared statement. 

Senator Douctas. Yes. 

Mr. Miernyk. The timing of remedial measures: 

One of the most disturbing aspects of the problem of chronic, lo- 
calized unemployment is the extreme sensitivity of depressed areas to 
relatively mild fluctuations in economic activity. e level of un- 
employment in these communities is high even when unemployment 
in the Nation is low, and much of the chronic unemployment is con- 
centrated along older members of the labor force. Starting from a 
high level of persistent unemployment, a moderate rise in cyclical un- 
employment during a period of recession has a serious impoct upon 
the depressed communities. At such times, public interest in the 
problems of the depressed areas becomes aroused. Unfortunately, 
when the level of unemployment is rising, and when unemployment 
is widespread, little can be done to alleviate the chronic unemploy- 
ment of the depressed areas. The right time for launching a pro- 
gram to solve the problem of localized unemployment is during a 
period of rising national employment. At such times, however, it 
might be difficult to obtain public support for a program of assistance 
to the depressed communities, in the absence of an agency such as the 
proposed Depressed Areas Administration. 

In commenting upon the coverage of the forthcoming Economic 
Report of the Council of Economic Advisers, Arthur Upgren of 
Dartmouth said: “The second area which has asked to be dealt with 
is the problem of ‘distressed areas.’ This is a remedial problem, and 
though important, will not excite nationwide interest. California, 
Texas and Florida, and perhaps Las Vegas are doing too well for 
that.” New York Times, January 1, 1956, p. 6b. 
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We are at present in a period of rising employment and general 
prosperity. ‘This is the time to enact a program for the depressed 
areas- Qne cannot stress too much that localized unemployment per- 
sists in these areas in good times and bad. The success of any program 
designed to alleviate the distress of these areas depends to a great ex- 
tent upon its timing. If appropriate measure can be initiated during 
a period of expanding job opportunities they stand a good chance of 
success. One may predict with equal confidence, however, that efforts 
to solve the problem of chronic, localized employment during a period 
of recession would be doomed to failure. 

One of the important provisions of the proposed act is that which 
would provide for the retraining of workers, and for the payment of 
supplementary unemployment compensation to workers undergoing 
training for anew job. It would be the height of folly to train workers 
at public expense for nonexistent jobs. But when employment in the 
Nation is rising, labor shortages develop in certain areas. At such 
times some companies planning to Seat think in terms of establish- 
ing new branch plants away from areas of current labor shortage. 
The proposed administration could encourage the location of suitable 
plants in surplus labor areas at such times. The availability of trained 
workers, or of workers who could be trained, would be a powerful 
inducement in many cases for the location of a facility in one of the 
depressed areas. What has been lacking up to now is an agency to 
coordinate such efforts; this the Depressed Areas Administration 
could do. 

There might be objection in some quarters to providing training 
at public expense for workers to be employed by private enterprises. 
The long-run social cost of such retraining, however, will be far less 
than the cost of maintaining large numbers of workers in idleness in 
depressed areas even when there are labor shortages elsewhere. 

The proposed administration would make a significant contribu- 
tion to the problem of localized unemployment if it could be estab- 
lished and put into operation during the present period of increasing 
economic activity. een under the best of conditions, however, I 
feel that the act would not go far enough in two respects. First, the 
most intractable problem faced by the depressed areas has been that 
of providing jobs for older workers displaced by the migration of 
industry, or the decline of industries in certain areas due to tech- 
nological or other reasons. More emphasis should be placed upon 
the employment of displaced workers past the age of 45. Perhaps 
it will be necessary to offer prospective employers a quid pro quo, 
such as favored treatment in placing Government contracts, if they 
will employ older workers. 

Here I would like to add that this is a rather arbitrary limit. I 
heard some debate this morning about whether or not workers past 
40 were having difficulty finding jobs. [ can say, and can document 
this adequately, that in the textile areas of New England large num- 
bers of workers barely past the age of 40 have not been able to find 
new jobs. 

Sedouy, the proposed act as it now stands appears to have as its 
goal the balancing of the labor supply within each of our depressed 
areas. If this could be done it would indeed be the happiest solu- 
tion. Realistically, however, one must recognize that it will not al- 
ways be possible to bring into balance the demand for workers and 


73437—56—pt. 1——-11 
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the local labor supply in each area. The proposed Depressed Areas 
Administration, in cooperation with other agencies, should do all it 
can to encourage the movement of workers from areas of labor sur- 
plus to areas of labor shortage during a period of expanding job 
opportunities. The goal-of the proposed act is to eliminate chronic 
unemployment. Few would quarrel with this objective, and most 
would agree that the best solution would be to bring new jobs to the 
workers of the depressed area. If necessary, however, the adminis- 
tration should also be prepared to assist the movement of workers 
who cannot be employed locally to jobs if and when this has been done. 

Senator Doveras. I may say that I thoroughly agree with you in 
your statement in this last paragraph. It is not expected that we can 
balance jobs with labor in each and every locality in the country or each 
and every area in the country. 

But it is our aim to try to increase the number of jobs available in 
these areas so as to minimize the necessity for interarea migration. 

Mr. Miernyk. I would agree with that completely, Senator Douglas. 

I would say that the first goal ought always to be to try to bring jobs 
to these workers. We found in our New England studies a great 
reluctance among people to move. Part of this was based on a lack 
of knowledge about living conditions and job opportunities in other 
places. 

And here, again, I think a Federal agency could provide workers in 
depressed areas with this kind of information, and if necessary | 
would like to see them provided with financial assistance; with some 
assistance in locating housing in a new community and so on. I cer- 
tainly don’t want babe the impression that I am suggesting that we 
ought to force anyone to move. 

I am saying that we ought to encourage and help them in every way 
we can to move, if that must be the last resort. 

Senator Dovetas. Is it not Adam Smith who said a man is of all 
baggage, the most difficult to be transported ¢ 

Mr. Mrernyx. Yes, indeed. Labor immobility is not a new thing. 

Senator Doveras. Thank you very much. 

Mr. Miernyk. Thank you, sir. 

Senator Doveias. You have been very helpful. 

Our third witness this afternoon is Mr. William O. Sword, presi- 
dent of the Greater Wilkes-Barre Industrial Fund and of Petroleum 
Service Co. Mr. Sword, we appreciate your patience. It is taking 
us through the day. 


STATEMENT OF WILLIAM 0. SWORD, PRESIDENT, GREATER 
WILKES-BARRE INDUSTRIAL FUND, WILKES-BARRE, PA. 


Mr. Sworp. Thank you, sir. 

Senator Doueias. We have had a witness from your community 
2 days ago. She made a very impressive statement. 

Mr. Sworn. Senator Douglas, and members of the Labor and Wel- 
fare Committee, we in Wilkes-Barre are very pleased to have the 
opportunity to come down here and testify before you. After listen- 
ing to many of the witnesses this morning, and this afternoon, I must 
say that our approach is somewhat different and we are very cognizant 
of the fact that my statement is primarily a statement concerning 
Wilkes-Barre, alone. 
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I might say that I am president of the Greater Wilkes-Barre Indus 
trial Fund, a nonprofit community enterprise devoted to the industrial 
development and diversification of our industrial economy. I would 
like to point out that Wilkes-Barre is a city of 76,000 people. But 
more important it is the center of 32 contiguous communities whose 
population within a 9-mile radius is 250,000 people. 

Senator Doveias. Does that include Scranton / 

Mr. Sworn. No, it does not. 

Senator Dovueias. Does it include Shamokin ? 

Mr. Sworn. No. 

It is confined into the area that we know as Wyoming Valley, 
Pittston, Nanticoke are the other two cities. ; : 

Senator Dovexas. So, if you took the hard-coal area in you would 
have a great deal more population. 

Mr. Sworp. Yes, we would have, I guess, quickly somewhere in the 
neighborhood of eight hundred and nine hundred thousand, including 
the entire hard-coal area, Hazleton and Pittston. 

I believe I should state some historical facts. Wilkes-Barre this 
year is celebrating its 150th birthday. Historically, our economy has 
been based primarily on the anthracite coal industry and those indus- 
tries that serviced the coal business plus a large textile industry. 

Senator Dovenas. As I understand it, those mills were largely silk 
mills which came in to employ the women members of the coal-mine 
families. 

Mr. Sworp. That is true. 

We have enjoyed over many of those 150 years a high degree of 
prosperity. Even during the depression years we were, I believe, in 
slightly better shape than most of the country. But because of our 
forefathers, and the coal industry with its absentee ownership, were 
not able to foresee the future; we coasted on that industry with really 
no thought of the future and what might really happen to the com- 
munity if the backbone of our economic structure were to be broken 
or if our large textile industry moved to the Southern States as it has. 

Senator Dove.as. I don’t want to interrupt, Mr. Sword. 

But, as I remember, the anthracite mines were largely owned by 
the railroads; isn’t that true? 

Mr. Sworn. Yes. 

Senator Doue.as. The Reading and the Lackawanna and the Dela- 
ware & Hudson. 

Mr. Sworn. Lehigh Valley. 

Senator Dovetas. And Lehigh Valley. 

Mr. Sworn. Central of New Jersey. 

But I think in 1912 or 1914 or somewhere in that period, they had 
to divorce themselves from the coal mines. 

Senator Doveias. Wasn’t that divorce more nominal than actual‘ 

Mr. Sworn. Yes. 

In the early years. I think it has actually been a proven divorce 
sometime later. There are still many good connections I would think, 
though. 

Senator Dovexas. Yes. The heads of the anthracite companies and 
the railroads know each other when they meet; isn’t that true? 

Mr. Sworn. I would think they have had a drink together, more 
or less. 





158 DEPRESSED AREAS 


In 1914 the anthracite industry employed 179,000 people. In 1955 
the industry employed 35,000 and we have lost almost all our textile - 
employment. The tremendous drop in the number of people em- 
plo oe in the anthracite. industry is largely due to the loss of the 
anthracite markets to competitive fuels and to the technological im- 
provements made in the mining industry. These losses have resulted 
in our community losing approximately 50,000 of our people as was 
pointed out in the 1950 census. 

They have left our area for other fields and most of them I feel 
sure would like to come back. But the most important result of this 
is that we presently have approximately 20,000 people, mostly men in 
our unemployed rolls. When these figures were finally driven home 
to the leadership in our community, this leadership determined to do 
something about it. 

We had seen our neighboring cities of Scranton and Hazleton slow- 
ly drying up and the effort that both were making to bring other 
industry into their areas and to diversify their economy. But we in 
Wilkes-Barre had closed our eyes saying in effect, “It cannot happen 
here.” But suddenly it did, and we have been trying to do something 
about it. Like most communities while things were going okay, no one 
bothered to prepare for adverse conditions. Now, with the 1950 cen- 
sus figures in front of us and our unemployment increasing as men 
were continually laid off in the coal industry, we faced reality and 
something had to be done. 

A ak group met and agreed to hold a series of 10 meetings invit- 


ing 10 different leaders in every field : business, labor, banking, church, 
education, practically every facet of our town was brought into this 


roup. 

. The startling facts were laid before them and from these meetings 
was organized what we call the Committee of 100, which actually now 
comprises about 250 men and women. 

I was drafted to head this group. I accepted but only after each 
person who had agreed to serve on this commission had signed of his 
own free will in the privacies of his home or his office with no one 
to urge him or to stand over him to get his signature on this pledge. 
They signed the pledge which reads pretty much as follows: 

“I hereby pledge to my community to give of my time and my 
talents and my resources as called upon by the chairman.” 

In effect, every one of our 250 people who have shown leadership in 
one field or another, signed a blank check to serve in any capacity as 
called upon and most importantly, to give of their resources as called 
upon. | 

I am very happy to tell you that this pledge has been kept almost 
100 percent as given. We have raised $114 million in free gifts in the 
past 5 years, which means we have made a start on solving our 
problems but we have a long, hard road ahead. 

I think I should point out that topographically we have more than 
ordinary handicaps. Hemmed in by the mountains and the valley, 
we have no —— vacant tracts of land and what we have is mostly 
undermined and this creates problems to any new industry. It was 
obvious that if we were to induce new industry to locate in our area, 
we would of necessity have to acquire large acreage in the mountain 


_ immediately adjacent to our comunity. This we were able to 
0. 
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A large lot of approximately 1,500 acres serviced by railroads was 
acquired. We then, of necessity, had to persuade our public utilities, 
principally power and water companies, to make huge investments to 
make these services available. e had to bring roads into the area, 
and have to date, in our Crestwood Industrial Park, located three 
large plants. When the last one is completed, we will have created 
here in the park over 2,000 jobs. 

I might add that we are quite sure that we have 2 other and possibly 
3 excellent progr for additional plants in our industria], park. 

The tota] value of the buildings either built or acquired by the 
fund is $15,820,000. The total number of jobs created so far is 6,915. 
The total payroll dollars created by the fund is $17,710,000 annually. 
You will remember that I said our forefathers had not given much 
thought to the future. Our inheritance, instead, has been many prob- 
lems which other communities with more foresight had already 
solved. One of our greatest of which was the creation of 32 communi- 
ties instead of 1 large one. 

I would like to quote from a report done by the Department of 
Commerce which in one section faces the breadth of the Wilkes-Barre 
economic labor program, is further indicated by the considerable 
work that has been done by the committee of one hundred to energize 
and guide the smaller towns of the valley. 

Their integration into the economic rehabilitation efforts of the 
area is recognized as a first essential. 

This is a very delicate business and should be done in the most 
diplomatic way possible. It takes a variety of forms. For example, 
the political science department of our college, Wilkes College, each 
year conducts a 10-session seminar for smaller town officials and issues 
periodic bulletins on the problems facing the area. The community 
chest and several small industrial development funds of some of the 
smaller places have been integrated with those of the city of Wilkes- 
Barre. 

Another has been the ability of the committee of one hundred to get 
15 of the smaller towns to contribute to a common fund for developing 
a joint program for compliance with the Pennsylvania pure-streams 
law. This was the first time in history that cooperation on such a 
scale between Wilkes-Barre and the smaller communities of its hinter- 
land had been achieved. 

One other very important move that followed after the pattern of 
cooperation had been established between the towns, was the correc- 
tion of our vocational education program. 

Here again, our forefathers had never given any thought to the fact 
that a community without trained people is at a severe disadvantage. 
We found that while the city of Wilkes-Barre very cooperatively 
started a vocational education program when the need was pointed 
out to them, on the outskirts, no one community was of sufficient size 
to support a good vocational program. This job was assigned to a 
few really devoted people to persuade 15 different school boards to 
join in vocational school support. This task took 2 years, and the 
last June it became a reality. 

I have heard that occasionally there are some slight areas of dis- 
agreement among the Senators and you have differences in trying to 
get an agreement among yourselves. But I assure you that no one 
in the Senate or the diplomatic corps that could have handled this 
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very touchy subject better than these same devoted people who battled 
local prejudice, suspicion, and the possible loss of some political jobs 
to a final conclusion and our West Side Vocational School at last 
has become a reality. 

Another interesting problem that we faced involved the Post Office 
Department. Crestwood Industrial Park was serviced by a very 
small local post office. The service available was completely inadequate 
for modern industry. The plant we are presently building uses a 
tremendous amount of post-office service. Literally thousands of 
packages go out almost daily. It was imperative that something be 
done to provide the adequate service when it would be needed. | 

Here, once again, local pride was a tremendous obstacle, but the 
Post Office Department was most cooperative and it is our understand- 
ing that this will now become a branch of the Wilkes-Barre Post Office, 
with real service provided. Thus, another problem was finished. 

Certainly, I couldn’t pass without commenting that our own Con- 
gressman Flood had been a tower of strength in this particular. I 
would like once more to quote the Department of Commerce source 
in which they say: 

The difficulties of areas of critical economic distress are really the fruits of 
neglect. 

Tn particular, they are the fruits of our Nation’s failure to make adequate 
and continuous provision for the growth and maintenance, among local com- 
munities comprising it, of capacity to cope with emerging area problems. The 
weaknesses to which the troubles trace are usually an unintended result of 
the centralization of business control and the centralization of Government activi- 
ties during the past several decades. 

These forces have served to tear up the roots from which once grew the self- 
reliant attitudes and the associated capacities to cope with the merging com- 
munity problems for which American communities have been distinguished. 

The difficulties came because comparatively little was done to make up for 
what was being destroyed. Progressive withering of capacity at the local level 
to initiate and carry out adequate problems for coping with local problems has 
been the result. 

With this quote as a background and using the Wilkes-Barre situ- 
ation as a criterion, I believe that the finest assistance that the Federal 
Government could give to an area such as ours, would be that after a 
community has demonstrated its willingness to help themselves to 
the best of their ability in creating a community enterprise such as 
an industrial fund, or call it what you will, but a creation by the 
citizens themselves to do something for themselves, the Federal Gov- 
ernment, upon presentation to the proper departments that the said 
industrial fund or community did have a copy that would move into 
the area and provide jobs if a modern building were made available 
to—that the then nonprofit industrial fund might be given the priv- 
ilege of issuing tax-exempt bonds that would be guaranteed by the 
rental of such a building and could give banks the privilege of buying 
such bonds. 

I believe that a program such as this would do more to ease the 
financial burden which a depressed area must face than almost any 
other device. I believe that this should be done after a demonstrated 
willingness by the citizens to help themselves. 

I believe that the tenant of such a building should be able to prove 
that he is financially able to meet his rental agreements. I believe that 
if this were made a part of Senate bill 2663 that the amount suggested 
for a loan then should not then be 6624 percent but held to a limit of 





DEPRESSED AREAS 161 


3314. With this tool, any community should be able to raise through 
its own financial institutions in a given area, through insurance com- 
panies, and through neighboring area banks, the other 662, percent, 
provided it has a reliable tenant. 

I would suggest that if public facilities are needed in an area that 
they be only made in the fore of loans rather than outright grants. 
I believe any business going into a new area should bear its fair share 
of community cost and such a community should be willing to repay 
such a loan that would make available new payroll dollars. 

I think quickly of a local problem in our industrial park. Here 
we will snentaalts have to provide a sewage-disposal plant. The in- 
dustries that will have to use such a plant certainly should pay for 
this service. If a loan were made to our fund or to a municipality 
authority, I believe that this should be repaid. It should not be in 
the form of a grant. I do not believe that the administrator of any 
special bill should have the right to initiate problems of public facili- 
ties without regard to State, municipality, or organized funds such 
as ours. 

I do not believe that tax-writeoff benefits would be at all necessary 
if tax-exempt bonds were available. 

I do not Selioes that surplus-food distribution should be included 
in such a bill. 

The other provisions of this bill are, in my opinion, very practical 
and would be of great help to chronic distressed areas. May I em- 
phasize again there should always be the first condition that the 
community or the area should have first demonstrated its willingness 
to do something for itself. 


Senator Doueias. Thank you very much, Mr. Sword. That was 
very constructive testimony. 

Mr. Sworp. Thank you. 

Senator Dove.as. Final witness for this afternoon is Dr. Irvin 
F. O. Wingeard, director of research and statistics of the Pennsylvania 
Bureau of Employment Security. Dr. Wingeard ¢ 

Mr. Wincearp. Thank you, Senator. 


STATEMENT OF IRVIN F. 0. WINGEARD, DIRECTOR OF RESEARCH 
AND STATISTICS, PENNSYLVANIA BUREAU OF EMPLOYMENT 
SECURITY 


Senator Doveias. We are troubled with a time schedule, and I won- 
dered if you would make-your statement part of the record, and then 
if you would be willing to summarize it. 

Mr. Wincearp. I was about to say that I have a prepared statement 
regarding Pennsylvania’s unemployment probiem, with attached sup- 
porting tabular and graphic materials, wiih I would like to submit 
in entirety for the record. 

Senator Doveias. We will do that. 

(The information is as follows :) 


STATEMENT BY IRVIN. F. O. WINGEARD, DrrREcCTOR oF RESEARCH AND STATISTICS, 
PENNSYLVANIA BUREAU OF EMPLOYMENT SECURITY 


PENNSYLVANIA’S ECONOMY BASICALLY SOUND 


Pennsylvania is the third largest State in the Nation in terms of population, 
labor force, income payments to individuals, value added by manufacture and 
value of mineral production. Although the Pennsylvania economy has achieved 
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relative maturity as compared with the United States generally, its position is 
good and it is clearly capable of further substantial growth and expansion. 


PENNSYLVANIA’S UNEMPLOYMENT PROBLEM 


The most recent estimates available show that a total of approximately 241,000 
Pennsylvania workers were totally unemployed in mid-December 1955. This 
total constituted 5% percent of all of the workers in Pennsylvania’s civilian 
labor force. The national unemployment rate was 344 percent in mid-Novem- 
ber 1955 and the State rate at that time was 5 percent. 

While Pennsylvania’s unemployment, in keeping with national trends, has 
decreased substantially in recent months, during the first half of 1955 it had 
averaged 320,000 or over 7 percent of the labor force, and in 1954 it had been 
even higher, averaging 340,000 for the year, or 8 percent of the labor force. 
Moreover, the current level is still 84,000 in excess of the 1953 average, when 
the unemployment rate was 3% percent. 

Despite the substantial improvement of the past year, Pennsylvania still 
faces the serious economic and unemployment problems which have plagued the 
State for decades, and which have consistently kept Pennsylvania’s unemploy- 
ment rate higher than other States and the Nation as a whole for many years. 
Substantially all of these problems derive from the fact that the State’s unem- 
ployment has always been very heavily concentrated in certain distressed areas 
of the State. These areas have been faced with serious, chronic unemployment 
problems dating back to the depression days of the thirties and continuing ever 
since—even through the booming production days of Wéerld War II and the 
Korean conflict despite extensive and sustained efforts on the part of the 
affected communities to improve their lot. As a consequence, Pennsylvania has 


continuously had far more than its share of areas of substantial labor surplus, 
or so-called depressed areas. 


PENNSYLVANIA’S EXCESSIVE SHARE OF DEPRESSED AREAS 


Pennsylvania currently has 14 areas classified as areas of substantial labor 
surplus on the official area classification list of the United States Department 
of Labor. Five of these are major metropolitan areas which are regularly in- 
cluded in the classification system and nine are smaller areas which are cur- 
rently classified because they have substantial labor surpluses. 

Exhibit A, attached, shows the classification, name, and geographic coverage 
and location of each classified labor market area in Pennsylvania, as well as the 
area classification criteria and the number of areas in each classification cate- 
gory in Pennsylvania and the Nation. 

In the United States as a whole, only 19 major areas are currently listed as 
areas of substantial labor surplus. Thus the five major areas in Pennsylvania 
alone account for about one-fourth of the total in the entire country. 

Likewise, Pennsylvania’s nine smaller areas of substantial labor surplus 
represent one-eighth of the United States total of that type. Furthermore, 3 of 
the Pennsylvania major areas (Altoona, Scranton, and Wilkes-Barre—Hazleton) 
as well as 4 of the smaller areas (Clearfield-DuBois, Pottsville, Sunbury- 
Shamokin-Mount Carmel, and Uniontown-Connellsville) have shown a substan- 
tial labor surplus continuously for more than 3 years. 

A review of the situation over the past 3 years points up the fact that Penn- 
sylvania has constantly accounted for more than its share of labor surplus areas. 
Throughout most of 1954 and 1955, Pennsylvania had eight major areas of 
substantial labor surplus, representing one-fourth to one-sixth of the national 
total. In the year 1953—a good year employmentwise—Pennsylvania accounted 
for about one-fourth of the major areas of substantial labor surplus. In respect 
to smaller areas, Pennsylvania’s share has also been sizable. The number has 
ranged from 4 throughout 1953 to a high of 15 from May through September of 
1955 and has represented 12 to 22 percent of the United States total. 

Exhibit B shows the average volume and percentage of unemployment and 
usual area classification for each of Pennsylvania’s 14 areas of substantial labor 
surplus during each of the last 3 years (1953-55). 


BASIC CAUSE OF UNEMPLOYMENT PROBLEM 


The basic cause of Pennsylvania’s unemployment problem arises out of the fact 
that the State and its depressed areas have a heavy preponderance of basic 
national industries in which severe and sustained, long-term employment declines 
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have been occurring due to the toll of progress and technological advancements. 

The anthracite and bituminous coal-mining industries, the railroad transporta- 
tion industry, the railroad equipment manufacturing industry, the textile manu- 
facturing industry, and the metals manufacturing industries are notable examples 
of such problem industries. 


PRODUCTIVITY AS A FACTOR 


One of the important factors contributing to the employment declines in the 
industries named above, as well as many others, is the increase in productivity 
that has been realized as a result of extensive, industrywide modernization, auto- 
mation, and mechanization programs that were effectuated by numerous major 
industries during and since World War II. 

In the iron and steel industry, for example, pig iron production in the Youngs- 
town district, which includes the Pittsburgh labor market area, was 51 percent 
higher in September 1955 than in September 1954. In sharp contrast, employ- 
ment over the same period increased by only 14 percent. The difference in the 
increase in production as compared to employment in this instance was undoubt- 
edly partially attributable to the improvement of production processes and there- 
fore reflects increased labor productivity. It is not possible, however, to deter- 
mine the extent of the increased productivity on a man-hour basis because of the 
fact that the number of hours worked per week were increased during the given 
period. Similarly, bituminous coal production in Pennsylvania registered a gain 
of 25 percent from September 1954 to September 1955 while employment declined 
by approximately 2 percent. Increased mechanization of operations and other 
labor-saving changes accounted for some gain in man-hour productivity in this 
industry, but the length of the workweek was also extended significantly. 

Automation and increased mechanization have also contributed to production 
gains in various other industry lines. An outstanding example is the electronics 
industry where vastly improved production methods have enable the industry 
to obtain sufficient workers to keep up with the giant increases in market de- 
mands for electronic equipment, without commensurate increases in employ- 
ment. 

PROBLEM INDUSTRIES 


The employment decline in the anthracite and bituminous coal mining indus- 
tries, which started nearly 30 years ago constitutes by far the most important 
single factor in the development of Pennsylvania’s chronically depressed areas. 
This fact is graphically indicated when the State’s areas of substantial labor sur- 
plus are outlined on a map of the State, as illustrated on the attached area classi- 
fication map. In this exhibit, the map showing the major and smaller areas of 
substantial labor surplus is, for all practical purposes, a map of Pennsylvania's 
coalfields. The black section extending to the northeast from the center of the 
State represents the anthracite coalfields; to the west, the bituminous fields. 
These two sections embrace all of Pennsylvania’s long-term labor surplus areas. 
For many years northeastern Pennsylvania prospered because here alone was 
located the Nation’s supply of anthracite coal which was by far the most popular 
household heating fuel. The ever-increasing population in this area depended 
primarily on the coal mines for their support. For several decades, however, min- 
ing employment has been declining steadily. Many of the mines have been worked 
out, oil and gas have been rapidly supplanting coal for household heating, and 
technological improvements over a long period of years have reduced the man- 
power required in mining coal. Joblessness long since became a major problem. 
The bituminous coalfields of midwestern and southwestern Pennsylvania have 
experienced a similar decline for much the same reasons, with the added factor 
that competition of low-grade fuel oil for industrial and transportation users 
has contributed in large measure to the declining demand for soft coal. Further- 
more, the beehive coke industry, companion to the soft coal industry of south- 
western Pennsylvania, has been gradually supplanted through the more economi- 
cal production of coke as a byproduct of the steel mills. 

In October of 1955, only 80,000 men were on the payrolls of the State’s mines 
as compared to the 360,000—more than 4 times as many—that were employed 
in the industry in the 1920’s. In the last 8 years alone, more than 100,000 jobs 
have been eliminated in the hard and soft coal industry—for the most part in 
those areas now classified as areas of substantial labor surplus. (See exhibit D, 


be shows employment trends in selected Pennsylvania industries from 1947 
to 1955.) 
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The decline in the State’s textiles manufacturing industry has also seriously 
aggravated the problem of the chronically depressed areas in the anthracite coal! 
region, where a number of mills have permanently shut down or curtailed opera- 
tions. Since 1947, employment in this industry dropped by almost 50,000, chiefly 
as the result of changing styles and customs, the greater durability of new fab- 
rics, increased mechanization and automation, the competition of more modern 
mills in other States, and the relocation of some plants in Southern States where 
manufacturing costs are reputedly lower. 

Developments in the State’s metals industries have adversely affected Penn- 
sylvania’s problem areas, particularly in the southwestern soft coal region. 
Traditionally, these industries have provided many jobs which have offset losses 
in the mining industry. Despite capacity production and the expansion of output 
to new alltime highs, however, employment in the State’s metals industries dur- 
ing the current year averaged almost 120,000 below the level in 1953. As pre- 
viously indicated, the reduction in the manpower requirements of these industries 
is attributable to increased mechanization and modernization as well as ex- 
tended hours of work. Employment declines in the railroad transportation in- 
dustry, arising chiefly from reduced coal shipments and the increasing compe- 
tition of other types of transportation, have also resulted in the loss of many 
badly needed jobs in the State’s chronic labor surplus areas. Since 1947, employ- 
ment in the State’s railroad transportation services has dropped by about 40,000. 

The manufacture of railroad transportation equipment has been affected by 
the shift from steam to diesel locomotive power and the drop in railroad trans- 
portation activities. Because of the current shortage of freight cars employ- 
ment conditions in the Altoona area, which is dominated by this industry, have 
recently improved. For long periods, however, this area has suffered from 
curtailments in its railroad car building and repairing activities. 

The labor surplus in the Erie area in the northwestern corner of the State is 
not a chronic condition. The problem in this area is that a large part of its 
dominant industry, nonelectrical machinery, is in the process of moving to 
another location out of the State. 

It should be noted that many sections of Pennsylvania not covered under the 
United States Department of Labor area classification program because of their 
sparse population, nevertheless have unemployment problems comparable on a 
relative basis to those of the classified substantial labor surplus areas. 


IMPACT OF UNEMPLOYMENT PROBLEM ON UNEMPLOYMENT COMPENSATION 


The persisting heavy volume of unemployment has, of course, contributed very 
substantially to the large volume of unemployment compensation activity in 
Pennsylvania. During the past 6 years (1950 to 1955, inclusive) over 48 million 
claims for State unemployment compensation were filed in Pennsylvania. In 
that time Pennsylvania alone paid out over $831 million in State unemployment 
compensation benefits. The high year in this period was 1954, which was also 
the highest year on record. In that year nearly 1314 million claims were filed 
and over $261 million in benefits was paid. Last year (1955) was the second 
highest year of the last 6, with over 9 million claims being filed and more than 
$180 million being paid in benefits. Even in 1951, which was the low point of 
the last 6 years, over 5 million claims were filed and in excess of $66 million was 
paid in benefits. The banner prosperity year of 1953 was next to the lowest year 
of the past 6. Despite the high level of economic activity in that year, nearly 64 
million claims were filed and well over $102 million in benefits was paid. 

As would be expected, the areas of substantial labor surplus account for a 
large part of unemployment compensation claims and payments. The 14 such 
areas which now exist in Pennsylvania have only about one-sixth of the State’s 
covered labor force, but in the past 3 years have accounted for approximately 
one-third of all claims and payments. In the average week in 1954, for example, 
the percentage of the covered labor force which filed claims amounted to 22 per- 
cent in the Uniontown-Connellsville area, 19 percent in Pottsville, and 17 percent 
in Sunbury-Shamokin-Mount Carmel. In the remainder of the State, outside 
the areas of substantial labor surplus, the number of claimants in 1954 was less 
than 6 percent of the covered labor force. (See attached exhibit D, which shows, 
for each area of substantial labor surplus, the average weekly number of unem- 
ployment compensation continued claims filed in each of the last 3 years and the 
percentage each such number is of the area’s covered labor force. ) 

The industries which have been the major sources of unemployment compen- 
sation recipients during the last several years are anthracite mining bituminous 
mining, construction, textiles, and apparel. These 5 industries have been among 
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the leaders in the number of unemployment compensation payments made to 
their workers in each of the last 3 years. (See attached exhibit E, which shows 
the average weekly number of unemployment compensation payments made 
during each of the last 3 years to workers in those industries which were respon- 
sible for the largest numbers of payments.) These same 5 industries have also 
been in the forefront for the last 3 years in the percentage of their work force 
which has received unemployment compensation benefits. (See attached ex- 
hibit F, which expresses the data shown in exhibit E as a percentage of each 
industry's covered employment. ) 

In the past 6 years more than three-quarters of a million of Pennsylvania's 
unemployment compensation claimants exhausted all of the unemployment ben- 
efits to which they were entitled. Approximately 160,000 claimants exhausted 
their benefits in 1955 and about 203,000 did likewise in 1954. Even in the good 
years of 1951 and 1953 there were around 70,000 such exhaustions in each year. 

More than 35 percent of the persons who exhausted benefits during the last 
3 years filed their claims in the State’s 14 areas of substantial labor surplus. For 
example, in 1954 there were more than 14,000 exhaustees in the Wilkes-Barre- 
Hazleton area, more than 10,000 in Johnstown, 7,500 in Scranton, and sizable 
numbers in each of the other 11 substantial labor surplus areas. The number of 
exhaustees in each of the 14 areas was also comparatively high in 1955 despite 
un amendment to the unemployment compensation law, effective May 1, 1955, 
which raised duration to 30 weeks for all newly eligible claimants from the 
previous variable duration of 13 to 26 weeks. (See attached exhibit G, which 
shows the number of exhaustions in each area of substantial labor surplus dur- 
ing each of the last 3 years.) 


IMPACT OF UNEMPLOYMENT PROBLEM ON PUBLIC ASSISTANCE 


Public assistance costs in Pennsylvania have been swollen as a result of the 
continuing high levels oof unemployment. In the years 1950-55, inclusive, Penn- 
sylvania spent approximately $660 million in direct public assistance payments 
and other aid to people in need. In 1950 alone the payments totaled $143 
million. As employment for Korean war production increased, public assistance 
payments decreased. In 1953, the banner employment year of the period, assist- 


ance payments dropped to about $94 million. Since that time the need has again 
increased so that 1955 payments approximate $111 million. 

Attached exhibit H (table and map) presents annual average dependency 
ratios (percent of total population dependent on public assistance) for Penn- 
sylvania’s substantial labor surplus areas for each of the years from 1952 to 
1955. The table indicates that long-term labor surplus areas show public de 
pendency ratios consistently above the average and, in many instances, con- 
tinuously among the highest in the State. The Uniontown-Connellsville, Clear- 
field-DuBois, and Indiana areas have all shown average dependency ratios about 
5 percent for the past 2 years. The Scranton and Johnstown major areas have 
averaged about 4 percent. 


STATE AND LOCAL EFFORTS TO OVERCOME DEPRESSED AREA PROBLEMS 


Extensive efforts have been undertaken by the State government and by local 
communities to increase employment in the depressed areas. Scores of local 
community group have been extremely active for many years in extensive “self- 
help” activities and programs of local industrial development, expansion, and 
diversification. These activities have covered everything from organizing and 
conducting community action committees and promotional campaigns to carry- 
ing out comprehensive economic self-appraisal surveys and substantial fund- 
raising and plant-building programs. 

The State government has assisted the community efforts by stimulating, en- 
couraging, guiding, and assisting local activity, making economic and labor mar- 
ket surveys, disseminating information regarding the industrial assets of vari- 
ous areas, attempting to steer new industries and contracts into such areas, 
trying to procure substantial Government installations and defense facilities 
for such areas, and stepping up State programs of road building, hospital con- 
struction, stream clearance, and public housing. 

These efforts have produced creditable results, but the gains have not been suf- 
ficient to stem the rising tide of unemployment flowing from continued job losses 


in problem industries and from the continued normal growth of local labor 
forces. 
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The Scranton area has probably been more aggressive and successful in its 
undertakings to promote new industry than any other community in Pennsylvania. 
Its efforts have been publicized nationally as ‘““The Scranton Plan.” 

Several million dollars were raised locally through public contributions and 
the sale of mortgage and debenture bonds in order to provide the substantial funds 
for acquiring plant sites, constructing or purchasing industrial facilities, and 
otherwise financing industrial development activities. Approximately 2 dozen 
new community-financed plants were built and leased to new industries on a 
long-term rental-purchase basis. In addition, more than that number of privately 
financed new plants have been built and expansion has taken place in scores of 
existing establishments. 

Although many thousands of additional new jobs have been created in the 
area as a result of these activities, there are today more than 12,000 workers, 
chiefly men, currently unemployed in the area, representing more than 12 percent 
of the area’s total civilian labor force. Continued employment declines in the 
anthracite mining industry, textile manufacturing industry, railroad transpor- 
tation industry have virtually cancelled out all of the new employment gain. 

In view of the Scranton area’s experience, as well as that of the other depressed 
areas in the State, it appears that there is little likelihood of any adequate 
solution of Pennsylvania’s chronic unemployment problem unless some substantial! 
and effective additional outside assistance can be provided to the affected area. 


STATE ECONOMIC RECOVERY PROGRAM 


The present administration in the Commonwealth of Pennsylvania has framed 
and introduced a broad and comprehensive program aimed at bringing about 
economic recovery in the State and most particularly in its “depressed areas.” 
This program embraces the following three major points which are awaiting 
approval by the legislature: 

1. The creation of a State Industrial Development Authority, empowered to 
provide aid to individual industrial employers and to acquire industrial sites 
and construct modern industrial facilities for lease or sale to new employers in 
depressed areas. An appropriation of $20 million is being requested for this 
purpose as seed money in conjunction with other funds provided by the Federal 
Government or local communities ; 

2. The appropriation of $5 million as seed money for grants-in-aid to local 
communities on a matching basis for redevelopment projects ; and 

3. The provision of technical and financial assistance to local community indus- 
trial development groups. 

The State administration’s economic recovery program also includes such 
additional features as the following: (a) A new State planning board, supple- 
mented by a State economic development advisory board, which serves as the 
central agency for all economic recovery efforts in the State; (b) port improve- 
ment, flood control, and water resources conservation and improvement; (c) 
expanded development of the State’s timber and mineral resources, including 
a mineral deposit inventory and research to bolster usage of those resources, 
especially the abundant coal resources ; and (d) a substantially expanded program 
of modern highway construction to meet today’s need for safe, high-speed 
transportation. 

It is believed that this State program constitutes a big step in the right 
direction and that it will afford an appreciable measure of effective assistance 
to the depressed areas. However, the job to be done is enormous and it is recog- 
nized that the problem of chronic unemployment with its vast waste of man- 
power and severe drains on the economy is a matter of great concern to the 
Nation as well as the communities and the State. Furthermore, various aspects 
of the problem are national in scope and as such are not susceptible to State 
and local solution. Therefore, the Commonwealth greatly appreciates the Federal 
Government's interest in this matter and will welcome any active Federal cooper- 
ation and support that may be provided to improve conditions in chronically 
depressed ,areas. Such assistance is urgently required to supplement and 
augment the efforts of the State and local communities. 
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Exuieit A 
PENNSYLVANIA LABOR MARKET AREA CLASSIFICATIONS 


Betterment of labor market conditions was the reason for changes in the 
rating of 6 major areas and for the declassification of 6 smaller areas as 
“Smaller Areas of Substantial Labor Surplus” in the latest United States 
Bureau of Employment Security-Pennsylvania Bureau of Employment Security 
classification of labor market areas made on the basis of relative adequacy of 
labor supply. The Harrisburg labor market area was changed from group 
C to group B; the Philadelphia and Pittsburgh areas were changed from group 
D to group C, thereby removing them from the substantial labor surplus desig- 
nation; the Altoona and Erie areas were changed from group E to group D; 
and the Johnstown area from group F to group E. In addition, the following 
smaller areas were deleted from the list because they were no longer character- 
ized by substantial labor surpluses: Butler, Meadville, New Castle, Oil City- 
Franklin-Titusville, St. Marys-Emporium, and Williamsport. 

The September rating had previously changed Allentown-Bethlehem-EKaston 
from group C to group B, Reading from group D to group C, and Altoona from 
group F to group E—all indicating better conditions. 

As a result of the changes, Pennsylvania’s major labor market areas are now 
classified as follows: Group A—none; group B—Allentown-Bethlehem-Easton 
(Lehigh Valley), Harrisburg, and Lancaster; group C—Philadelphia, Pitts- 
burgh, Reading, and York; group D—HErie and Altoona; group E—Johnstown: 
and group F—Scranton and Wilkes-Barre-Hazleton. Sharon-Farrell (Mercer 
County) in Pennsylvania as a part of the Youngstown, Ohio, area is also classed 
in group B. The following smaller areas continue to be classified as “Smaller 
Areas of Substantial Labor Surplus.” Berwick-Bloomsburg, Clearfield-DuBois, 
Indiana, Kittanning-Ford City, Lewistown, Lock Haven, Pottsville (Schuylkill 
County), Sanbury-Shamokin-Mount Carmel, and Uniontown-Connellsville. 

The following tabulation presents a summary of current area classifications 
in Pennsylvania and the United States as compared with classifications 2 months 
earlier. 


Number of areas 


Classification based on adequacy of labor supply Pennsylvania United States 


| Sept. 15, 
1055 


Current ! 


Sept. 15, 


Total, all classified areas. .....................-- 24: 


Group A (major areas) 

Group B (major areas) -_.-- 
Group C (major areas) 

Areas of substantial labor surplus 


QReecl? 


Major areas 





Group F 





Smaller areas 
ace a a aaa aaa 
' Current classification assigned as of Nov. 15. 


? Includes the Sharon-Farrell area (Mercer County, Pa.) which is part of the Youngstown, Ohio, labor 
market area and carries the classification of that area. 
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CURRENT CLASSIFICATIONS OF 


Mojor Areas’ of Slight or Moderate Labor Surplus 


* According to relative adequacy of labor supply by Bureas of Employment Security, U. S. 
of Labor, with the cooperstioa of the Berean of Employment Security, Peansylvaae Department of 
Labor and ladustry. 
YV Major labor market areas are regulary inciaded ts the area labor-market reporting and 
CLASSIFICATION KEY area classification programs of the U.S. Berean of Employment Security aad us affilia 
ted stare employment secunty ageactes. Each mayor labor marke: arce in Peansylvenia 
Groap A Major Arcas is sdeatical with the respective Standard Metropolitas Area, and consists of one of more 
eatire Counties containing at least cee central city with an April 1950 popelatice of 
Growp B Major Areas ....-++++> AZZ 24 50,008 of more persons and the surroaniing economically and socially umegraced, pri- 
marily erban, geographical territory within which workers may readily change thew jobs 
KL without changing thew places of residence (i.¢., are within « reasonable commating die 
tance of their places of work). 


[ CLASSIFICATION CRITERIA | 


MAjO EA 





os 
L Carrem labor supply-demand sitvation. 
Carrem critical labor short- Job opportunities for local workers slightly 
age; expected *o continue at ia excess of job seekers, this sitsatioe 
least through next 4 mooths expected to costimee over acxt 4 mooths 
2. Ratio of ememployment to total labor force: 
Less than 1.5% | 1.5-2.9% 
3 Net nonagricultural labor requirement 8 for 2 and 4 moaths beace indicate: 
Suzeable employment gains | Some iecreases us caploywcat 


4. Stieces of coessanl os comporary facere: 


UNCLASSIFIED COUNTIES 
Adams, Bedford, Bradford, Batier, Cameron, Carbos (Part), Cestre (Part), Clanon, Crawford, Elk, Fores, F 


Fulton, Geéene, Huotingdon, Jefferson (Pan), Lawreace, Lebanon, Lycoming, McKeen, Monroe, Perry, Pike, Potter, 
Sullivan, Seequehsana, Tioga, Venango, Varres, Payec and Byoming 
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PENNSYLVANIA LABOR MARKET AREAS 


Mojor“and Smotter™ Areas of Substantial Labor Surplus” 


Om / CRANE I 


CLASSIFICATION KEY ZY “Smaller labor market areas” are not part of the regular arce labor market reporting 
and area classification programs. Smaller arees which meet certain minimem-size cr 
~ teria, es well as the criteria established for the classification of majors arces wo 
oa Groups D, E or F, are designated as “areas of substantial labor serples’’, bet are aot 
? placed in a specific classification category. Such areces are serveyed for possible 
VALS classification only upon the request of responsible commanity leaders, groaps of gor- 
ernmental authorities. 
Employers in Major and Smaller “Areas of Substantial Labor Surples"’ are eligible for 
(1) preference on “set aside" portions of federal government contects; (2) special 
federal tax amortization assistance; and (3) preference ce federal goveroment coe- 
tracts over foreign bidders endes the ‘“Bey American Act™. 
CLASSIFICATION CRITERIA 


MAJO 


Soe E aaa 


Job seckers in excess of job opea- Job seekers considerably in excess of job Job seekers substactially um excess of 
ings, this situation expected to openings; this situation expected to com job openings, this s:@atioe 
coatunee over next 4 moaths tinve over next 4 months to coatinee over eext 4 months 


2 Ratio of unemployment to total labor force: nv 
6.0-8.9% 9.0-11.9% 12. O% of more 


& Net icaltural labor for 2 and 4 months bence indicate: 


Declining employment levels of Declining employment levels of a0 sig- Declining eaployment leveis of no sg 
eo significam increase nificant labor requirements aificamt labor requirements 


4. Effects of seasonal or temporary factors: 
The current of anticipated labor The current of anticipated labor sur- The curreat of anticipated substantial 
surples aot dec primarily to ples not due primarily to seasonal of labor sarplas sot duc primarily to eee 
seasonal of temporary factors temporary factors sonal of temporary factors 


SMALLER AREAS OF SUBSTANTIAL LABOR SURPLUS 

A emailer labor market area may be classified as « smaller ares of “Substantial Labor Serplas™ if it meets the 
1. Must meet the criteria established for the classification of major areas in Groupe D, E, of F, 
2. Must have an estimated total civilian labor force of at least 15,09) workers; 
3. Must bave estimated nonagricultural wage and salaried employment of at least 3,200 workers, 
4 Mest aot be primarily « trade of service cente ed, 
$. Meet aot be included in the territory covered by any regularly classified major labor marke; area. 
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Exnuisit B 


Average unemployment, percent of labor force unemployed, and usual classifica- 
tion of areas of substantial labor surplus in Pennsylwania, 1953-55 


Average percent | 
Average number of civilian labor Usual area classi- 


unemployed force unemployed fication ! 


| 
1954 1955 wae) 388 1955 


Major areas” 
Altoona 


s 
Pie @ 


— 


Smaller areas: 


Clearfield-Du Bois 
Indiana_- 
Kittanning-Ford City_- 


Lock Haven _- 

Pottsville (Schu uy iki County) -.. se Teale 
Sunbury-Shamokin-Mount Carmel 
Uniontown-Connellsville_._--....-- 


zee8 2288 
gezeaeee 


prope B 
gueseseee EEEEE 


~ 
z 
PSSpyp 


es 


ee 
RRAMRDMRMRMnAM Sess 
MROPRnRnnnn ssh 


5 
— 
Ps 


1 Designation “‘S” denotes classification as smaller area of substantial labor surplus. See exhibit A for 
meaning of the C, D, E, and F designations. ““NC” signifies not classified. 

2 Information not available. 

’ Data relate to Jan. 15, 1954. 

4 Data relate to Mar. 15, 1953. 


ExuHisit C 


Employment trends in selected Pennsylvania industries, 1947-55 


Average number employed 


| | 
Railroad Textile 
transporta- | Coal mining} manufac- 


150, 100 
156, 100 
139, 100 
144, 700 
134, 200 
123, 100 
119, 000 
103, 100 
102, 300 

47, 800 


SESRRER 
SSSeSSSSE5 


oat os 
co 
Nw 


1955 (10-month average) 
Decrease from 1947 to 1955 


8} 
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Exuiait D 


Average weekly number of continued unemployment compensation claims, end 
claims volumes as a percentage of unemployment compensation covered labor 
force, in areas of substantial labor surplus in Pennsylvania,’ 1953-55 


Continued unemployment compensation claims 


As & percentage of unemploy- 
Labor market area Average weekly number ment compensation covered 
labor force 


1953 1954 1955 1953 


| 98, 527 221, 090 152, 660 3 
Major areas: 
1, 257 2,313 
, 830 
Johnstown 3, , 606 ; 
Scranton... 7 | 5, 906 | , 318 , 022 | 
Wilkes-Barre—Hazleton | 7 , 41 8, 07 
Smaller areas: 
Berwick-Bloomsburg , 540 , 057 | 
Clearfield-Du Bois- - - .... sc tapienahubtenans 9 | 2, 922 , 858 | 
Indiana RR1 , 628 R00 | 
Kittanning-Ford City~-...........-.--. y , 425 697 
Lewistown , 415 950 
Lock Haven 882 733 
Pottsville (Schuylkill County) -.._...-} f 046 6, 196 | 
Sunbury-Shamokin-Mount Carmel. --| 3, 36 , 024 4, 704 
Uniontown-Connellsville ; 5, 671 3, 866 | 
Remainder of State , Oe 144, 829 | 104, 519 | 


oh 


> > 


> om ont 


penx 


1 Based on March 1955 unemployment compensation covered labor force 


ExnHIBIT E 


Average weekly number of unemployment compensation payments in Pennsylvania, 
by industry, 1953-55 


Industry Sc iacspeeesieeenannegeoosiniatell mas nel ae eat 


Number | Rank | Number | Rank | Number| Rank 





} | 
All industries | 81,340 |------ 4 196, 970 |......-. 139, 496 


o ' 


~ 


14, 589 
10, 693 | 
18, 438 
4, 510 | 
10, 421 
18, 275 
5, 106 
23, 165 
7, 425 
6, 
8, 


310 
405 
768 
309 
047 
409 
VSS, 
923 
467 
531 | 
03D | 
SO1 | 
244 
866 


Anthracite mining 10, 366 
Bituminous mining - 4, 327 | 
Construction 9, 670 
Food processing 2, 557 
CN a lt i ee 6, 158 | 
Apparel ; 8, 301 | 
Stone-clay-glass 1, 816 
Primary metals 3, 945 
pe a ne 1, 961 
Machinery (except electric) 1, 617 | 
Electrical machinery | 2, 149 | 
Transportation equipment 1, 462 | 7, 134 
Wholesale trade 2, 825 6, 577 
Re NG As. ed ietiatnadiend cepondcenninaga 7, 234 | 16, 370 
All other 


> — 


~ 
~ 


on OO 3 OS OF OO ND PO A on 


_ 
m1 Wor © to 


— 
- GO Go ~3 ee tO 


—) 
> w 
= 


415 
649 


~ 
ae 
bs este 
a Sor 
wu 
PS 


! Based on data for the first 11 months of the year. 
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Exuisit F 


Average weekly number of unemployment compensation payments in Pennsyl- 
vania, as a percentage of covered employment, by industry, 1953-55 


1953 1954 1955 ! 


Industry 
s Percent- Percent- —_ 
Rank | age Rank age Rank 


All industries. - -- &G-t.-.. ! 4.6 


| | 


Conor ownr 


| 
| 
| 
| 
| 
| 


t | 


BWW ONDWON eye 
2 NON NS Or GO ID me OOS | 


Anthracite mining 7 

Bitumin us mining._-.......-..-- 
Constructi n eae : 

Food processing...........-- 

Textiles... eee 

Apparel : 

St ne-clay-glass ; scidiall 
nS es eninboue 
Fabricated metals ; 

Machinery (except electrical) 

Electrical machinery -_- Scanonmaneeie 
Transp rtati n equipment-______._._.-.--- 
Wty lesale trade 

Retail trade 

Be Gee icade ct atetonon J 


_ —_ ee > i 
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Pe 
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1Based on data for the first 11 months of the year. 


Exurisit G 


Number of claimants who exhausted their unemployment-compensation benefits 
in areas of substantial labor surplus in Pennsylvania, 1953-55 


Labor market area 


State total ‘ 1 202, 662 12157, 823 
Major areas: 
Altoona__. 931 2, 716 | 1, 531 
Erie : . : | 1, 743 5, 127 | 4, 263 
Johnstown 3, 251 | 10, 205 6, 000 
Scranton _. 4,517 | 7, 535 | 6, 948 
Wilkes-Barre-Hazleton 5, 809 14, 395 11, 000 
Smaller areas: | 
Berwick-Bloomsburg 403 | 1, 354 779 
Clearfield-DuBois oe 903 2, 586 1, 981 
Indiana : 764 1, 748 | 1, 003 
Kittanning-Ford City --_- , 611 1, 485 
Lewistown 491 1, 573 
Lock Haven. . | 289 | 969 
Pottsville ( “chuylkill County) 2, 942 | 7, 753 | 
Sunbury-*hamokin-Mount Carmel ‘ 1, 877 5, 757 | 
Uniontown-Connellsville__.___....- SN am Se 2, 894 8, 046 
Remainder of State 42, 627 | 131, 413 | 








1 Excludes exhaustions by claimants filing claims against Pennsylvania but residing in other States. 
2 Includes exhaustions through Dec. 27, 1955. 
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Exursit H 


Percentage of population receiving public assistance in areas of substantial labor 
surplus in Pennsylvania (“dependency ratio” ) , 1952-55 


Annual average dependency ratio 
Labor market area 


1952 1953 


Major areas: 
Altoona 
Erie 
Johnstown - 
Scranton Secse a 
Wilkes-Barre-Hazleton ____- 
Smaller areas: 
Berwick-Bloomsburg.---- 
Clearfield-Du Bois 
Indiana . chon 
Kittanning-Ford City -.._. 
Lewistown. 
Lock Haven 3 . 
Pottsville (Schuylkill County) 
Sunbury-Shamokin-Mount Carmel 
Uniontown-Connellsv ille-_. “és 
Average number of persons receiving public assistance in Penn- 


NQanwow 
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211, 216 


Mr. Wincearp. In order to conserve time, I would now like to read 
an abbreviated version of this statement. 

Senator Dovetas. Thank you very much. 

Mr. WinGEarb. Pennsylvania is the third largest State in the Na- 
tion in terms of population, labor force, income payments to individ- 
tials, value added by manufacture, and value of mineral production. 
Although the Pennsylvania economy has achieved relative maturity 
as compared with the United States generally, its position is good and 
it is clearly capable of further substantial growth and expansion. 

Approximately 241,000 Pennsylvania workers were totally unem- 
ployed in mid-December, 1955. This total constituted 514 percent of 
all of the workers in Pennsylvania’s civilian labor force. The national 
unemployment rate was 314 percent in mid-November, 1955, and the 
State rate at that time was 5 percent. 

While Pennsylvania’s unemployment, in keeping with national 
trends, has decreased substantially in recent months, during the first 
half of 1955 it had averaged 320,000, or over 7 percent of the labor 
force, and in 1954, it had = even higher, averaging 340,000 for the 
year, or 8 percent of the labor force. 

Moreover, the current level is still 84,000 in excess of the 1953 aver- 
age, when the unemployment rate was 314 percent. Despite the sub- 
stantial improvement of the past year, Pennsylvania still faces the 
serious economic and unemployment problems which have plagued the 
State for decades, and which have consistently kept Pennsylvania’s 


unemployment rate higher than other States and the Nation for many 
years, 
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Substantially, all of these problems derive from the fact that the 
States unemployment has always been very heavily concentrated in 
certain distressed areas of the State. These areas have been faced 
with serious chronic unemployment problems, dating back to the 
depression days of the thirties, and continuing ever since, even through 
the booming production days of World War II and the Korean con- 
flict, despite extensive and sustained efforts on the part of the affected 
communities to improve their lot. As a consequence, Pennsylvania 
has continuously had far more than its share of areas of substantial 
labor surplus or so-called depressed areas. 

Pennsylvania currently has 14 areas classified as areas of substan- 
tial labor surplus on the official area classification list of the United 
States Department of Labor. Five of these areas are major metro- 
politan areas which are regularly included in the classification system, 

In the United States as a whole, only 19 major areas are currently 
listed as areas of substantial labor deratan. Thus, the five major areas 
in Pennsylvania alone account for about one-fourth of the total in the 
entire country. 

Senator Doveias. What are those five major areas? 

Mr. Wrncearp. They are the ender metropolitan areas as 
defined. 

Senator Dovetas. I know, but what are the specific areas? 

Mr. Wrncearp. The names of the five? 

Senator Dovexas. Yes. 

Mr. Wrneearp. It includes Altoona, Erie, Johnstown, Scranton, 
Wilkes-Barre- Hazleton. 

Senator Dove.as. Let’s see, Johnstown and—let me see, Scranton 
and Wilkes-Barre are hard coal. 

Mr. Wrincearp. That is right. 

Senator Douc.as. Altoona is a railroad. 

Mr. Wincearp. That is right. 

ne Dovetas. Erie is a shipping and steel center, isn’t that 
true 

Mr. Wrnerarp. It is nonelectrical machinery and transportation 
equipment. 

Senator Doveras. And the remaining community, I forget what 
that was. 

Mr. Wrncearp. That covers them. 

Mr. Horxrn. Johnstown. 

Senator Doveras. Johnstown, that is steel. 

Mr. Wrincearp. Yes, but it is largely affected by bituminous coal. 

Senator Dove.as. It reaches north of Johnstown. The Clearfield 
area is included. 

Mr. Wincearp. No, this includes all of Cambria and Somerset 
Counties. But there is a good bit of coal mining in those counties. 

Senator Dove.as. Very well. 

Mr. Wrnerarp. Likewise, Pennsylvania’s nine smaller areas of 
substantial labor surplus represent one-eighth of the United States 
total of that type. Furthermore, 3 of the Pennsylvania major areas, 
Altoona, Scranton, and Wilkes-Barre-Hazleton, as well as 4 of the 
smaller areas, Clearfield-Dubois, Pottsville, Sunbury-Shamokin- 
Mount Carmel, and Uniontown-Connellsville, have shown a substan- 
tial labor surplus continuously for more than 3 years. 
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A review of the situation over the past 3 years points up the fact 
that Pennsylvania has constantly accounted for more than its share 
of labor surplus areas. The basic cause of Pennsylvania’s unem- 
ployment problem arises out of the fact that the State and its de- 

ressed areas have a heavy preponderance of basic national industries 
in which severe and sustained, long-term employment declines have 
been occurring, due to the toll of progress and technological advance- 
ments. Anthracite and bituminous coal mining, railroad transporta- 
tion, railroad equipment manufacturing, textile manufacturing, and 
the metals manufacturing industries are notable examples of such 
problem industries. 

One of the important factors contributing to the employment de- 
clines in the industries named above, as well as many others, is the 
increase in productivity that has been realized as a result of extensive, 
industrywide modernization, automation and mechanization pro- 
grams that were effectuated by numerous major industries during 
and since World War II. 

The employment decline in the anthracite and bituminous coal 
mining industries which started nearly 30 years ago constitutes by 
far the most important single factor in the development of Pennsy|- 
vania’s chronically depressed areas. For many years, northeastern 
Pennsylvania prospered because here alone was located the Nation’s 
supply of anthracite coal which was by far the most popular house. 
hold heating fuel. The everincreasing population in this area de- 
pended primarily on the coal mines for their support. For several 
decades, however, mining employment has been declining steadily. 
Many of the mines have been worked out. Oil and gas have been 
rapidly supplanting coal for household heating, and technological 
improvements over a long period of years have reduced the manpower 
required in mining coal. 

Joblessness long since became a major problem. The bituminous 
coal fields of midwestern and southwestern Pennsylvania have experi- 
enced a similar decline for much the same reasons, with the added 
factor that competition of low-grade fuel oil for industrial and trans- 
portation use has contributed in large measure to the declining demand 
for soft coal. Furthermore, the beehive coke industry, companion 
to the soft coal industry of southwestern Pennsylvania, has been 
gradually supplanted through the more economical production of 
byproduct coke. 

In October of 1955, only 80,000 men were on the payrolls of the 
State’s coal mines, as compared to the 360,000, or more than four times 
as many, that were employed in the industry in the 1920’s. 

In the last 8 years alone, more than 100,000 jobs have been elimi- 
nated in the hard and soft coal industry—for the most part, in those 
areas now classified as areas of substantial labor surplus. The decline 
in the State’s textile manufacturing industry has also seriously aggra- 
vated the problem of the chronically depressed areas in the anthra- 
cite coal region, where a number of textile mills have permanently 
shut down or curtailed operations. 

Since 1947, employment in this industry dropped by almost 50,000, 
chiefly as the result of changing styles and customs, the greater dura- 
bility of new fabrics, increased mechanization and automation, the 
competition of more modern mills in other States, and the relocation 
of some plants in Southern States. 
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Developments in the State’s metal industries have adversely affected 
Pennsylvania’s problem areas, particularly in the southwestern soft 
coal region. Traditionally these industries have provided many jobs 
which have offset losses in the mining industry. Despite capacity 
production and the expansion of — to new alltime highs, how- 
ever, employment in the State’s metal industries during the current 
year average almost 120,000 below the level in 1953. The reduction 
in the manpower requirements of these industries is attributable to 
increased mechanization and modernization. 

Senator Dove ras. In these three lines, you have had a decrease of 
about 270,000 jobs? 

Mr. Wrincearp. That is right. 

Senator Doveias. Then I notice in the next paragraph you say that 
in railway transportation there has been a drop of another 40,000. 

Mr. Wincearp. That is correct. 

Senator Doveias. So that makes a loss of 310,000 jobs. 

Mr. Winecearp. That is right. 

Employment declines in the railroad transportation industry arising 
chiefly from reduced coal shipments and the increasing competition 
of other types of transportation have also resulted in the loss of many 
badly needed jobs in the State’s chronic labor surplus areas. 

Since 1947, employment in the State’s railroad transportation serv- 
ices has dropped by about 40,000. The manufacture of railroad trans- 
portation equipment has been affected by the shift from steam to 
diesel locomotive power and the drop in railroad transportation 
activities. Because of the current shortage of freight cars, employ- 
ment conditions in the Altoona area, which is dominated by this 
industry, have recently improved. For long periods, however, this 
area has suffered from curtailments in its railroad, locomotive, and 
car building and repairing activities. 

It should be noted that many sections of Pennsylvania, not covered 
under the United States Department of Labor area classification pro- 
gram because of their sparse population, nevertheless have unem- 
ployment problems comparable on a relative basis to those of the 
classified labor surplus areas. 

Senator Dovetas. -I notice you leave out the preceding paragraph 
in the statement about the labor surplus in the Erie area. 

Mr. WinGEarp. Yes. 

Senator Doveias. What has been the difficulty there ? 

Mr. Wincearp. Well, that is primarily the matter of the relocation 
of one large plant. 

Senator Dovetas. Which plant ? 

Mr. Wrincearp. To another State. 

Senator Dovéias. Which plant is that 

Mr. Wincearp. GE. They are moving their refrigeration produc- 
tion from Erie to Kentucky. And it is to be, in time, replaced by other 
activity, but that is a little slow in coming. 

The persisting heavy volume of unemployment has, of course, 
contributed very substantially to the large volume of unemployment 
compensation activity in Pennsylvania. During the past 6 years, 1950 
to 1955, inclusive, over 48 million claims for State unemployment 
compensation were filed in Pennsylvania. In that time, Pennsylvania 
alone paid out over $831 million in State unemployment compensa- 
tion benefits. 





178 DEPRESSED AREAS 


Senator Doveras. I wondered if you would be willing to include 
the following pages in your statement and then resume your verbal 
presentation on State and local efforts to overcome the depressed-area 
problems, in the interest of conserving time. 

Mr. Wincearp. Yes. I did want to make one addition to my pre- 
pared statement on the distribution of surplus-food commodities. 

Senator Douc.as. I appreciate that very much. 

Mr. Wrineearp. I had omitted that. For the first 11 months of 
1955, a monthly average of 948,000 needy persons were certified as 
eligible to receive surplus-food commodities in Pennslyvania. 

Senator Doveias. I want to get those figures again because that is 
startling. 

Mr. Wrneearp. 948,000. 

Senator Doveias. Almost a million people ! 

Mr. Wincearp. That is right. 

Senator Doueias. And the population of the State is about 11 
million ? 

Mr. Wincearp. Yes. 

: cae Dovetas. So that you had almost 9 percent of the popu- 
ation 

Mr. Wincearp. That is right. And that is the average for the first 
11 months. 

Senator Doveias. In some months it was above that ? 

Mr. Wincearp. In the top month in 1955 it was as high as 1,109,000 
persons, and in no month did it go below 768,000. That is from the 
records of the Agricultural Marketing Service of the United States 
Department of Agriculture. 

er Douetas. Is it your experience that the people may abuse 


the distribution of food or does their pride restrain those who really 
need it from asking for the food ? 


Mr. Wincearp. Well, I can’t -” that I am too familiar with this 
e 


program. I really wouldn’t be able to answer that. 

Senator Doveras. Would your associates care to make any state- 
ment on that? That is, are there many who asked for food in your 
judgment who do not need it, and are there many who need food, but 
do not ask for it ? 

Mr. Horktin. I would make this statement, Senator, that know- 
ing the type of persons who are in the coal areas, particularly, they 
are a pretty pround group of people. I would say that they would 
certainly not abuse the program, and whether they are too proud to 
ask for it, that is a difficult thing to say because you don’t know what 
the feelings of people are when they are in that situation. But I 
certainly don’t chink that they would abuse that privilege because as 
I say they want work and they are very anxious to get it and when 
they do get it they are very good workers. 

Mr. Wineearp. I would like to say that that average for the first 
11 months of 1955 is almost 4 times the average number certified 
for the next highest State. Extensive efforts have been undertaken 
by the State government and by local communities to increase employ- 
ment in the depressed areas. Scores of local community groups have 
been extremely active for many years in extensive self-help activities 
and programs of local industrial development, expansion, and diver- 
sification. These activities have covered everything from organizing 
and conducting community action committees and promotional cam- 
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paigns to carrying out comprehensive economic self-appraisal sur- 
veys and substantial fund-raising and plant-building programs. 
The State government has assisted the loal community efforts by 
stimulating, encouraging, guiding, and assisting local activity, mak- 
ing economic and labor-market surveys, disseminating information 
regarding the industrial assets of various areas, attempting to steer 
new industries and contracts into such areas; trying to procure sub- 
stantial Government installations and defense facilities for such areas, 
and stepping up State programs of roadbuilding, hospital construc- 
tion, stream clearance, and public housing. 

These efforts have produced coumaabie results, but the gains have 
not been sufficient to stem the rising tide of unemployment flowing 
from continued job losses in problem industries. 

In view of the experience of the depressed areas in the State, it 
appears that there 1s little likelihood of any adequate solution of 
Pennsylvania’s chronic unemployment problems unless some substan- 
tial and effective additional outside assistance can be provided to the 
affected areas. 

Senator Doveras. The three paragraphs dealing with Scranton, 
I would like those three read into the record, because, as you show, 
here is a community which has probably done more than any other 
and yet the decline in the basic industries has been much greater than 
the increase in the number of jobs in the new industries which have 
been brought in. 

(The three paragraphs are as follows :) 


The Scranton areas has probably been more aggressive and successful in its 
undertakings to promote new industry than any other community in Pennsyl- 
vania. Its efforts have been publicized nationally as “the Scranton Plan.” 

Several million dollars were raised locally through public contributions and 
the sale of mortgage or debenture bonds in order to provide substantial funds 
for acquiring plant sites, constructing or purchasing industrial facilities, and 
otherwise financing industrial development activities. Approximately two dozen 
hew community-financed plants were built and leased to new industries on a 
long term rental-purchase basis. In addition, more than that number of 
privately financed new plants have been built and expansion has taken place 
in scores of existing establishments. 

Although many thousands of additional new jobs have been created in the 
area as a result of these activities, there are today more than 12,000 workers, 
chiefly men, currently unemployed in the area, representing more than 12 
percent of the area’s total civilian labor force. Continued employment declines 
in the anthracite mining industry, textile manufacturing industry, railroad 
transportation industry have virtually canceled out all of the new employment 


fain, 
Mr. Wrincearp. That has been the story in most of our areas. 
Senator Doveras. In other words, as Alice in Wonderland re- 
marked, you have to run faster in order to stay in the same place? 
Mr. Wincearp. That is right. 
The present administration in the Commonwealth of Pennsylvania 
has framed and introduced a broad and comprehensive program 
aimed at bringing about economic recovery in the State and most 
particularly in its depressed areas. This program embraces the 
following three major points which are awaiting approval by the 
legislature : : 
(1) The creation of a State industrial development authority, 
empowered to provide aid to individual industrial employers, and to 
acquire industrial sites and construct modern industrial facilities for 
lease or sale to new employers in depressed areas. An appropriation 
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of $20 million is being requested for this purpose as seed money in 
conjunction with other funds provided by the Federal Government 
or local communities ; 

(2) The appropriation of $5 million as seed money for grants-in- 
aid to local communities on a matching basis for redevelepment proj- 
ects; and 

(3) The provision of technical and financial assistance to local 
community industrial development groups. 

The State administration economic recovery program also includes 
additional features which are detailed in the full prepared statement. 
It is believed that this State program constitutes a big step in the right 
direction, and that it will afford an appreciable measure of effective 
assistance to the depressed areas. 

However, the job to be done is enormous, and it is recognized that the 
problem of chronic unemployment, with its vast waste of manpower 
and severe drains on the economy, is a matter of great coacern to the 
Nation, as well as the communities and the States. 

Furthermore, various aspects of the problem are national in scope, 
and as such are not susceptible to State and local solution. ‘Therefore, 
the Commonwealth greatly appreciates the Federal Government’s 
interest in this matter, and will welcome any active Federal coopera- 
tion and support that may be provided to improve conditions in 
chronically aanel areas, Such assistance is urgently required to 
supplement and augment the efforts of the State and local com- 
munities. 

Senator Dove.as. Thank you for this testimony, and we appreciate 
very much the attitude of the government of Pennsylvania that this is 
a matter for joint action by the localities, by the State government, 
by the Federal Government, that we are not drivers in any sense, but 
we each have a share, a task to do. 

Mr. WrinceEarp. It should be a partnership proposition. 

Senator Doveias. Thank you very, very much indeed. 

Mr. Wincearp. You are quite welcome. 

Senator Dove.as. The committee will reconvene on Monday, Janu- 
ary 9, at 10 o’clock, and will hear testimony from my colleague, Sen- 
ator Dirksen of Illinois, Senator Payne from Maine, Commissioner 
Carl Broggi, State Department of Commerce and Industry, Maine, 
Paul Dorris, State Industrial Commission of Carterville, Ill., Prof. 
Leo Fishman, College of Commerce, Morgantown, W. Va., Universit 
of West Virginia, the mayor of abasiieet, Kevin F. Coleman, Wil. 
liam J. Farrell, executive director, Industria] Development Founda- 
tion of Greater Woonsocket, Rhode Island. 

Thank you, gentlemen. 

(Whereupon, at 3:30 p. m., the committee recessed, to reconvere 
at 10 a. m., Monday, January 9, 1956.) 
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MONDAY, JANUARY 9, 1956 


Untrep States SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTEE ON LABor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, in room P-63, United 
States Capitol, Senator Paul H. Douglas (chairman of the subecom- 
mittee) presiding. 

Present: Senators Douglas, Neely, Kennedy, and Goldwater. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John Forsythe, general counsel to the com- 
mittee; Frank Cantwell and Michael Bernstein, professional staff 
members ; and James J. McTigue, consultant. 

Senator NEELY (presiding). The first on the list this morning is 
the distinguished junior Senator from Illinois, Mr. Dirksen. 

Senator Dirksen, we are glad to have you. 


STATEMENT OF HON. EVERETT McKINLEY DIRKSEN, A UNITED 
STATES SENATOR FROM THE STATE OF ILLINOIS 


Senator Dirksen. Mr. Chairman, it is a pleasure to come and 
visit a little with the committee and to advance some suggestions with 
respect to the matter that is presently before the committee. 

I notice in a survey, insofar as I have been able to analyze it, that 
there are roughly 190 counties or parts of counties in the country 
that are listed in so-called distressed areas. These are divided into 
10 major and 74 minor areas, but I notice also that 7 States account 
for 123 of these counties, so it is fair to assume, I suppose, that the 
major counties of distress would be found in those States. I know, 
for instance, in your State 

Senator NeeLy. A year ago there were 26 in our State. 

Senator Dirksen. The last listing | saw for West Virginia was 23. 
I notice that Pennsylvania also has 23, that Kentucky is by far and 
away the largest area of distress, with 31 counties, and then consider- 
ing the size of the State, and the population; percentagewise, it has 
probably been affected more than any other State. 

We, in Illinois, of course, have a very abiding interest in this whole 
problem because in the southern end of the State are some 19 counties, 
or parts of counties, that are for the moment, at least, classified as dis- 
tressed areas. 

Now, I notice that our problem is about the same as yours. While 
I have looked at the names of counties in West Vir ginia, in the main 
you will find major distress in the coal areas. That is exactly the 
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roblem in Illinois. I presume it is in Pennsylvania, where there 

as been a diminution in use of anthracite coal. It has a specific pur- 
pose, and cannot be so widely used for industrial purposes as bitumi- 
nous coal, so when you take the four largest States, Kentucky, West 
Virginia, Illinois, and Pennsylvania, I believe it is a reasonable in- 
ference, based upon my own information on the matter, that distress 
in large part results from the fact that there has been an abandon- 
ment of mines; in some cases, of course, due to competition where 
mines with good seams are highly mechanized, other mines simply can- 
not compete in the market, but whatever the contributing factors, it 
is a problem, and there is a hard core of distress in some areas of the 
country. 

I believe that it is the duty and the responsibility of the Congress to 
deal with it. 

I note that from time to time classifications will shift. For in- 
stance an area will drop from classification B to C, but, on the other 
hand, as conditions improve, other areas will advance into a higher 
classification, so that this is a shifting problem. But when you take 
into account all of those factors you still have a hard core of distress 
with which we are going to have to deal so as a general observation let 
me say that if we are going to deal with it then let us do it whole- 
heartedly. 

I doubt very much whether a halfhearted program, a major pro- 
gram, or a program that is too little in authority and in funds is going 
to do the job. Wery conceivably a great deal of money could be wasted 
unless we make a wholeheatied | attempt to solve the problem. 


I think we may have a duty. I think we may have a responsibility. 
As you may know, I was rather 


instrumental in and gave a good deal 
of emphasis to the whole question of economic foreign aid over the 
last several years, and made something of a specialty of it. Now, 
in the last fiscal year, or the current fiscal year, for development assist- 
ance the Congress provided 162 million for foreign countries. Then, 
in addition, we provided 153 million in know-how or technical cooper- 
ation, then we set up 100 million other special Presidential funds, and 
finally we agreed on a hundred million for the Asian development 
fund. All those items are economic. When you put them altogether 
in the current fiscal year we made available either by way of grants 
or funds for loan purposes, $515 million. We should not be wanting, 
it seems to me, in our solicitude for the people of our own country 
where they have a problem to deal with. 

And so I simp y. share the hope, quite aside from the pride of 
authorship in any bill, that we can come to some sound conclusions in 
the matter and develop a proposal that will squarely and whole- 
heartedly attack the problem on the domestic front. 

Finally, as a general observation, the solution has got to be durable. 
There is no point in going down into an area, spending some money, 
only to discover that 2 or 3 og hence you still have the problem at 
hand. So our whole thought, it seems to me, should be directed to 
durable solutions that will last and the creation of jobs that will con- 
tinue over a long period of time. 

_ I think I should say for the record, Mr. Chairman, that the admin- 
istration does have an interest in this, but prior administrations did, 
too. The Area Development Organization was set up in 1946, during 
the Truman administration. It is a component in the Department of 
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Commerce; in the Business and Defens® Services Administration ; so 
over a long period of time some survey work has been done in this 
field, and the present administration is deeply interested. It was a 
matter of keen interest to me that last year the Department of Com- 
merce for this purpose asked for $370 million. Heretofore they had 
given $120 million. When we considered that matier before the Ap- 
yropriations Committee they finally agreed to provide an additional 
hundved-alllicn-sane-odd ollars to be approved; there would have 
been $220 million for that purpose. 

What finally happened was it was reduced to $75 million on the 
floor of the Senate, and when the bill went to conference the conferees 
struck out all of the increase, so that actually this particular agency 
had only $120 million instead of the $370 million requested. 

That is neither here nor there. I think this committee, and cer- 
tainly I try to recognize the problem for what it is, and Congress 
cannot be frugal when you are dealing with distress. 

One other observation might be made in that field is that the Office 
of Defense Management has done very considerable work in this 
field. I think they finally accounted for some 25 facilities, but those 
are all identified with the defense picture which we do not presently 
have, as such. I think altogether they advanced some $210 million 
and accounted for 10,000 jobs. 

We have 20,000 potentials in southern Illinois, for whom I think 
some provision must be made, and it ‘is reasonable to assume that in 
your State of West Virginia and in the States of Pennsylvania and 
Kentucky the number may be even larger. When you put it all to- 
gether for 24 States you have a very substantial segment of our people 
who are in the distress areas for whom jobs must be created. 

I thought I could be most useful in the matter of making some 
suggestions to the committee that I hope you will reexamine the en- 
tire situation when you begin to mark up the bill. I believe with 
respect to the first approach which, of course, deals with luring and 
attracting industries to these areas, that I would leave these sug- 
gestions with the committee: 

No. 1: My notion is that probably this ought to be set up as an 
agency in the Department of Commerce. The whole scheme and 
thesis of the Hoover Commission has been to relieve the President 
of responsibility and to direct accounting by an independent agency. 
I believe in Senator Douglas’ bill that this administrative setup is 
created as an independent agency rather than as agency in an existing 
department of Government, so I believe the committee ought to be 
rather mindful of that. 

Secondly, with respect to the creation of so-called community 
organizations, or local development committees, I can foresee some 
prone in that field that might make it advisable to amplify the 
anguage and provide also for regional committees. Those regional 
committees and the Administrator should cooperate, and be author- 
ized to cooperate, with the State authorities. 

In the case of power and water resources, they often expand over 
a rather wide area, and obviously a local committee cannot effec- 
tively do a job in that field, so that there should be some kind of a 
regional setup with almost plenary authority to deal with State offi- 
cials, so that if there must be a modification of the State law for 
purposes of financing and taxation that would be most useful when 
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you are dealing with some basic resources that may be lacking in a 
given area. 

The third suggestion I would make to the committee is that you 
include in the language in the early part of any bill a provision that 
machinery and equipment will also be available for long purposes. 
In many cases a plant, as such, represents the least part of the cost, 
and so when you add machinery and equipment it may a con- 
ceivably exceed the plant construction and you will still have difficulty 
in attracting an industry to a given area. I see no reason why it 
shouldn’t be done. We did it during the war period, and if you are 
dealing with a very responsible contractor, or operator, who is willing 
to come into a distressed area and operate a plant in the hope that it 
will continue for a long period of time, the committee might well 
give some attention then to extending the loan application to ma- 
chinery and equipment. 

The next item has been very close to me, and that is some language 
or a provision should be inserted in the bill with reference to the 
utilization of the resources that you presently find in a given area. 
Now, in southern Illinois, Mr. Chairman, we are in the same fix 
that you are in West Virginia, where you have mine abandonment 
because many mines cannot often compete with highly mechanized 
mines that are working in a very good seam. ‘The resource, however, 
is still there. The question is, can something be done to utilize the 
coal ¢ ; 

Now, in the last session of Congress I made a suggestion and offered 
an amendment to the Interior appropriation bill to provide for lab- 
oratory and pilot plant operations, and engaging technicians and 
scientists to see what can be done for the utilization of the resource 
that is there. A great deal of work has been done in the field already 
of coal distillation. You distill a ton of coal you get probably 40 
gallons of very heavy oil, and perhaps 1,500 pounds of residue or 
char that can be used for fusing low-grade iron. Now, we had a 
number of steel mills in the State of Illinois that were vitally in- 
terested. The State operated a pilot plant for a number of years, 
but it became rather expensive. 

I have been talking with technicians in the Bureau of Mines and 
I cannot always say that we receive as much sympathetic cooper- 
ation as I think we deserve for that problem. I would like to see 
that kind of a proposal incorporated in a bill like this, first, because 
your major distress brings difficulties in the leading coal States 
like Pennsylvania, West Virginia, Kentucky, and Illinois, and some- 
thing ought to be done about utilization of resources, because if we 
can crack that problem then, of course, you are on the road to a 
durable solution, because the coal is there, the people are there, the 
distress is there, and it is a case of bringing them all together. ‘That 
would go also for the utilization of timber resources. 

One of the resources we have in southern Illinois is timber. Much 
of it is of an inferior quality, and several years ago I managed to 
get a modest appropriation for a pilot operation at the University 
of Southern Illinois. They are doing some excellent work in that 
field, and presently certain grades of timber can now be used in State 
construction, but the resources like coal is there, and if we can de- 


a it by a pilot plant or laboratory operation I think we should 
0 so. 
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Unfortunately, after securing the approval of the committee of 
a $2 million item for pilot plant operation in the resource field, and 
particularly coal, we went to conference with it. There was no com- 
parable provision in the House bill and the net result was that the 
item was stricken from the conference report. In view of all the 
work that has been done in that field I think it merits the consideration 
of this committee, and very properly could be incorporated in a bill 
of this kind. 

The next item, Mr. Chairman, deals with freight rates. Very 
recently we had an experience in a fine small community of some 
4,000 people in southern Illinois, as Eldorado. Those people have 
done a magnificent job in putting their house in order. In fact, so 
vood a job that it came to the attention of Edward R. Murrow and 
became the subject of a nationwide broadcast. As a result of the 
broadcast on TV actually a very responsible manufacturer in Chicago 
went down to see what he could do about locating a plant. It looked 
so very hopeful until one thing developed: The adverse freight rate 
in that area made it impossible for him to compete. 

I believe that an administrator under a proposal of this kind ought 
to be clothed with power to make an application to the ICC for a 
favorable freight rate. After all, it is a national problem, and the 
Interstate Commerce Commission ought to be mandated under the 
terms of this act to give priority to an application or a petition of that 
kind, so that they could treat it sympathetically and with expedition. 

You can create a plant in a given area, believing it is going to re- 
lieve distress, and then you find that if the product cannot compete 
in the commercial market then you are up against a blank wall. 

That question has developed many, many times, and it seems to me 
there ought to be a specific mandate here giving the administrator the 
authority to petition for a modification of freight rates and the ICC 
should be mandated also to give respectful and immediate attention 
to the petition. 

The next item I propose deals with competitive imports. I have 
been hounding the committees of Congress for a number of years. | 
have appeared in person 3 or 4 times before the United States Tariff 
(‘ommission, in connection with the a ion of a higher duty upon 
fluorspar. Kentucky has the same problem. We find today that our 
fluorspar mines in southern Illinois work a part of the time, but the 
difficulty is that the product simply cannot compete with the product 
imported from Mexico and elsewhere. In part, it is a freight rate, and 
in part it is the fact that the domestic product has not been properly 
protected, and so here we find our mines adding to the unemployment 
problem simply because the competitive product makes it impossible 
for the mines to operate. 

I am not insensible of the fact there are perhaps three or four 
thousand, at most, who work in the fluorspar mines, but three or four 
thousand is three or four thousand of our people. These mines were 
developed in good faith. They represent American capital. When 
the competitive product comes in and they shut down we have to 
deal with it. Why not give the administrator under a proposal of 
this kind the authority to appear before the United States Tariff 
Commission to present his case, and to simply say, “Gentlemen, 
look, it is impossible to develop this resource and recreate these jobs 
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unless you deal with them more sympathetically, with the product that 
they produce.” 

Under this bill he would be mandated to appear and ask for relief, 
and the Tariff Commission would be mandated to listen very respect- 
fully, and take action upon the petition that he has submitted, but 
there is no point in trying to spend public money to provide jobs for 
fluorspar miners when they would be working today if they received 
just a bittle bit better protection. 

Now, of course, the Office of Defense Management has authority to 
look into it, but when you are dealing with distress let us deal when 
it on every front, let us deal with it wholeheartedly and give the 
administrator that authority. 

I believe also as a suggestion, Mr. Chairman, that if we are going 
to confer authority upon local groups to plan for the construction 
of a plant, and then come suaperttally and ask for a loan, that per- 
haps the same rights and privileges ought to be accorded to private 
industry. If an industry is willing to move into an area, if they 
need a little more money, if they need the benefits of this bill, say 
“Very well and good, you go to West Virginia, you go to Lllinois, 
you go to Kentucky, North Carolina, or Virginia,” or wherever a 
distressed area is located. “If you are willing to do something for 
the creation of jobs that will last, and if it appears to the adminis- 
trator that: you have got a product that will sell, we believe that you 
would be entitled to come in and ask for the benefits under this bill, 
even as a local development committee might do.” 

I would suggest respectfully to the committee that at least in one 
classification of possible loans that the loan provision might be more 
generous. Let us assume that a town has plans to build a little fac- 
tory. They can negotiate a legal and forcible contract with a very 
responsible organization and the administrator is satisfied that if it 
is consummated that plant could operate for 5 or 10 years, or even 
longer, and create X number of jobs. I say, if it is a legal, en- 
forcible contract, that they are willing to enter into, then why not 
make provisions for a little more money? Why not an 80-percent 
loan or an 85-percent loan? If you have a distressed area, you say 
to them “You can get up to 6624 percent,” and then they have to build 
a million-dollar plant. Three hundred and thirty-three thousand 
dollars is a lot of. money to raise for a small distressed community, 
if it is in truth and in fact distressed. These communities, inso- 
far as I know in my own State, have been extending themselves, 
but one-third is a lot of money to raise. I would be the last to want 
to see the Federal Government waste money, but if you can do it 
on a basis where the administrator is satisfied that the contracting 
group is responsible, that they have background, that they have 
working capital, that they can operate over an extended period, and 
that their contribution to the unemployment problem in a given 
area is a durable solution, then I think the loan provisions might 
very well in a case of that kind be very decently ‘iberalized. 

Next, I would suggest to the committee with respect to whatever 
amount of funds is made available, either under the section deal- 
ing with useful public facilities, or the section that deals with loans 
for industrial purposes, that the funds be allotted. Allot 75 per- 
cent of the whole fund, let us say, to the respective States on the 
basis of what the unemployment in a distressed area in that State 
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bears to the whole number of unemployed in all of the distressed 
areas In the country. That is a formula we have repeatedly used 
over the years. We used it, I recall, in the so-called Farm-Tenant 
Act long ago. We simply took the money and divided on the basis 
of what tenancy in a State represented to the whole number of ten- 
ants in the country. We do it today in connection with rural elec- 
trification laws. Then we use a residual ainount in order to meet 
special needs in given States. 

I think the committee can very properly in the interest of com- 
plete equity and fairness take both of these funds, whatever they 
may be, and allocate 75 percent of both funds to the States on a 
proportionate basis, and then leave the remaining 25 percent as a 
residual sum for the administrator to use where some special cir- 
cumstance may arise in a particular area. 

I have forgotten whether the word “revolving” is used in connec- 
tion with these funds, but if not these may very well be made re- 
volving funds so that as payments are made, and there are accre- 
tions to the fund, that they will be available without further action 
on the part of Congress in appropriating to that fund. 

One other item I would suggest to the attention of the committee, 


and that is the problem of electrical energy in distressed areas. I am 


speaking notably about southern Illinois. We had a recent experience, 
and, Mr. Chairman, where I could not get a plant I sincerely hope 
that you got it, perhaps, but here was a very large responsible organ- 
ization, ready to establish a plant for the manufacture of aluminum; 
it really involved millions and millions of dollars. One of the real 
problems was to locate a constant and adequate suply of power. 


They 
had three areas in mind for location. One was in the extreme southern 


end of Illinois, one was in West Virginia, and the other was in the 
vicinity of Portsmouth, Ohio. I do not know as of this moment 
whether the plant has been finally located, or not, but I do know 
that the first problem that they encountered in southern Illinois was 
securing an inadequate constant suply of power, and it is a question 
that must be considered. Obviously, plants today in order to operate 
must have power. They can go in for steam in a coal area, then 
drive their generators and manufacture power, but where you need 
power in large quantities, and they do not want to build their own 
generating facilities, then there must be a place to go. 

There are two possible ways of doing this. It goes back to what I 
mentioned a moment ago, about regional committees to plan, perhaps 
over a larger area, they can undertake a financial responsibility of 
this kind, so that power would be available not only to a community 
but to a larger group, but there is still another approach to it, and 
that is to carry language in a bill of this kind which would amplify 
the authority that rural electrical cooperatives have at the present 
time. They operate, of course, under the limitations of the REA Act, 
but we are dealing with a national problem. I think this or any 
committee has a perfect right to take a look at the whole REA Act, 
and then determine whether the authority of a cooperative can be 
extended so that it could get money from the Administration under 
an aet of this kind for the purpose of augmenting its own power 
facilities to a point where power will be ovailable in a distressed 
area, if and when the Administrator is satisfied that an operator or 
contractor is coming in, that he is going to operate for a substantial 
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period of time, and that he cannot operate unless the necessary power 
is available. 

It is a very important consideration in dealing with a matter of 
this kind. Then I would suggest, respectfully to the committee, that 
some language be included in the bill whereby the Administrator can 
make at least modest funds available out of the whole amount to 
colleges and universities that are very much interested in this field. 
In southern Illinois we presently have the University of Southern 
Illinois. It serves as a sort of a cultural center for about 30 counties 
in the State and when we first did some work on securing funds for 
a pilot plant to do work in the field of timber resources, the logical 
place to put it, of course, was under the jurisdiction of the University 
of Southern Illinois. The technicians are there, the scientists are there, 
they are dealing with the resources in that section of the State. The 
Administrator should be empowered out of the funds made available 
herein sums to do the kind of work that I have in mind in the hope 
that the resources that are there will be fully utilized. 

Now, perhaps the committee would like to give attention also to 
whether or not there ought to be State approval for any of the projects 
that are set up. That may or may not be necessary, but cretainly 
it is in the interest of good cooperation between a Federal agency and 
the appropriate State agencies. 

Finally, if you are going to set up a plant in a given community 
where you may fortunately employ as many as 500 people, promptly 
you have a housing problem. That means that if this is to be an over- 
all and wholehearted approach, obviously there must be housing for 
the people who are going to work in a plant of that kind. We presently 
have, I don’t know how many hundreds, perhaps thousands, who drive 
40 miles, 50 miles, 70 miles to places of employment. That is spending 
an awfully long time on a highway, and in an automobile. If the jobs 
can be brought closer to the places of distress, then the housing must 
be brought closer. It would require perhaps some modification of the 
appropriate sections of the Housing Act to make sure that housing 
can then go forward in connection with industrial development. 

So much then, Mr. Chairman, for the first approach, namely, to do 
those things that might attract industry, make it easier to set up an 
industry in'the hope that durable jobs will be created. 

Now, the second section of Senator Douglas’ bill deals with assist- 
ance to useful facilities. That, of course, would include schools, hos- 
pitals, airports, all that sort of thing, and certainly will create jobs, 
although when the construction is done it would be more or less 
temporary and might run out after a period of a year or two. I 
think here, again, the funds that are made available should be al- 
lotted to the States on the basis of need, with some portion of the 
overall fund available within the discretion of the Administrator. 
and, secondly, I envision, of course, that this will involve some schools 
and public facilities, and I believe very properly an antisegregation 
provision ought to be written into that section of the bill that deals 
with facilities, because that problem is before us. It is in the school 
bills that are pending at the present time, it is part and parcel of the 
whole theory that has been advanced by the Supreme Court, and 
has been mandated on the States. I am a conformist in that re 
spect, and I think, very properly speaking, where these funds are 
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available for that purpose that provision ought to be incorporated 1) 
the bill. 

Those are rather informal suggestions. The record will speak 
for itself. I trust that the committee will give these suggestions re 
spectful attention, and I know they will. 

Senator Doveas (presiding). May I apologize to my colleague, and 
to the other witnesses, for being late this morning. I started from my 
house at 9 o’clock, but the icy condition of the streets held me up. 
and I regret very much that I was not present when you began your 
statement. 

Senator Dirksen. I can say to my colleague I have a ready apprecia 
tion of that condition. 

Senator Doveras. Senator Neely? 

Senator Neety. Off the record. 

( Diseussion off the record.) 

Senator DouG.as. Senator Goldwater ¢ 

Senator Gotpwarrn. | would like to take advantage of the Sena- 
tor’s being here, inasmuch as he is a member of the "Approp riations 
Committee, to ask if he would have any further light to throw on 
the situation that developed last year, where, as a result of the Presi- 
dent’s recognizing the distressed area problem, and having made 
recommendations in his economic report to the Congress regarding 
it, recommendations that in turn were held ~ and approved by the 
Joint Committee on the Economic Report, the Congress did not give 
the additional funds needed to increase the personne ‘} in this particu 
lar office? Do you recall the details of that ¢ 

Senator Dirksen. Well, may I say to you, Senator Goldwater, that 
actually work in this field began in 1946. It was then tied, of course, 
to the defense aspects. Considerable money was expended. I think 
perhaps over $200 million, and a good many thousands of jobs were 
created, but always it had a defense tag on it. However, the inter- 
est in that agency in the Department of Commerce continued, and 
they did want to do more work. 

I noticed in the economic report in January 1955—the President 

alluded to it—that there was a request in the estin: ites for appropria 
tions for fi ‘al 1956 for more funds. Unfortunately, of course, the 
funds were not made available. The Senate did a to the amount 
$100,000 in the committee, $75,000 on the floor, but the item was 
stricken finally in conference. 

I may say I had the same difficulty in trying to secure $2 million for 
pilot plant operations for the distillation of coal. I was so anxious 
about it, because of the scientific encouragement I had gotten m that 
field, but for reasons best known to those who were not at the time 
interested, it was taken out of the bill. However, I want to say this: 
That quite aside from sponsorship or anything else, distress is not a 
political or partisan thing. Iam deeply anxious that we do something 
bee ‘ause when we have done everything that we can reasonably do 

n the lower reaches of our own State we will still have the yroblem. 
because of mine abandonment, and the jobs that have gone Gan the 
(drain as a result thereof. That is the job which lies before us. 

Senator Gotpwater. That is all I have. 

Senator Deveras. Thank you very much. 

Senator Dirksen. Thank you, Mr. Chairman. Thank you. Gov- 
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Senator Dove as. The next witness is the Honorable Frederick 
Payne, Senator from Maine. 

Senator Payne, we are glad to have you here. We heard your col- 
league last week, and we are very glad to welcome you today. 


STATEMENT OF HON. FREDERICK G. PAYNE, A UNITED STATES 
SENATOR FROM THE STATE OF MAINE 


Senator Payne. Mr. Chairman, members of the committee, I want 
you to know that I appreciate very much your invitation to state my 
views on the question of Federal assistance to economically distressed 
areas before this distinguished subcommittee. 

At a time when the vast majority of Americans are enjoying un- 
precedented prosperity, the continued existence of scattered pockets 
of chronic unemployment is a matter of deep concern. In the State 
of Maine at the present time, according to the November 1955 United 
States Department of Labor Bimonthly Summary of Labor Market 
Developments in Major Areas, the Biddeford-Sanford area is classified 
as a substantial labor surplus area; and Portland, our State’s largest 
city, is listed in group C, indicating that the number of job seekers 
is from 3 to 6 percent in excess of job openings. 

The United States Department of Labor, in cooperation with the 
Maine Employment Security Commission, has just completed making 
a survey of unemployment conditions in Washington County, Maine. 
to determine whether or not this northeasternmost county in the 
United States can be classified as a labor surplus area so as to be 
eligible for assistance under existing Federal programs. The eco- 
noniic difficulties in Washington County are due primarily to the 
availability of only seasonal work for its labor force. In 1955 the 
usual available employment was seriously reduced because of the 
extremely small herring catch which resulted in many sardine can- 
ning factories either closing or not opening at all. Unfortunately, 
Washington County has too sparse a population to be designated a 
substantial labor- surplus area. 

According to the findings of the United States Department of 
Labor, and ‘T submit the letter under date of January 6 from the De- 
partment of Labor with reference to their findings. 

(The letter referred to is as follows:) 


DEPARTMENT OF LABOR, 
OFFICE OF THE ASSISTANT SECRETARY, 


Washington, D. C., January 6, 1956. 
Hon. FREDERICK G. PAYNE, 


United States Senate, Washington, D. C. 


Dear SENATOR PaYNe: In accordance with arrangements made by Mr. Albert 
L. McDermott, special assistant to the Secretary, and a member of your stat 
in a telephone conversation on December 8, we have received and reviewed the 
report on labor market conditions in the Calais-Kastport area. This survey, 
prepared by the Maine Employment Security Commission, indicates that although 
there is sizable unemployment, the area has a labor force of less than 15,000 and 
does not meet the minimum-size criteria for classification as an area of substan 
tial labor surplus by the Department of Labor. 

Staff members of this Department have discussed the problem of smaller are:s 
with representatives of the Department of Commerce and the Small Business 
Administration. Consequently, we are referring the problem of the Calais 
Eastport area to Mr. Frederick H. Mueller, Assistant Secretary of Domest: 
Affairs, United States Department of Commerce, to provide suggestions in com- 
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munity economic and industrial development and to Mr. T. G. Waale, Directv: 
of the Office of Production Assistance, Small Business Administration, for atten 
tion to the small businesses located in the area. As you know, the Small Bu 
ness Administration is empowered by legislation to assist smal! plants both wit! 
respect to securing Federal procurement and with regard to loans. 

In addition, we would like to call your attention to the enclosed amendment 
to Defense Manpower Policy No. 4 providing that areas too small to classify, Us 
local employment security office shall be authorized to furnish a bidder with a 
certification (when specified conditions are met) that the area in which he is 
located is one of substantial labor surplus. Since the Calais-Eastport area eur 
rently has sizable unemployment, this procedure would be of assistance to firms 
in this area submitting contract bids at this time. 

I sincerely hope that these arrangements will be helpful to the Calais-Eastport 
area. 

Sincerely yours, 
Rocco C. SIctL1aNno, 
Assistant Secretary of Labor. 

Senator Payne. There are also other areas in Maine which also 
warrant continuing attention, such as Brunswick, where the town’s 
principal industry, a textile mill, was closed last June. 

Since I know that the subcommittee has complete information in its 
files on unemployment conditions not only in Maine but throughout 
the country, I wil not take up your time by elaborating further and 
repeating information you already have or will receive from Maine 
commissioner of development of industry and commerce, Car! Broggi, 
when he testifies. 

Incidentally, I might say that my distinguished colleague, the 
senior Senator from Maine, will introduce Carl Broggi, but I want 
to mention the fact that Carl happened to serve as a very distinguished 
member of the State Senate of Maine from York County, while I 
served as Governor. I followed the excellent work that he did in 
the Sanford area in particular, where he is a native, in relieving much 
of the economic distress there. I feel that Maine is to be highly 
congratulated for having a man of his type, of his ability, initiative, 
and drive, heading this most important department. 

Senator Doveias. You seem to be developing a bipartisan system 
of cooperation in Maine, Senator Payne. 

Senator Payne. Mr. Chairman, that is true. The Governor, as 
you know, a very splendid gentleman, happens to be of your party. 
Mr. Broggi, however, was a Republican senator when he served in the 
Maine Senate. 

_ Senator Doveias. We are always happy to recognize merit wherever 
it occurs, and in those few instances where it occurs in the Republican 
Party we are glad to recognize that. 

Senator Payne. Thank you. 

Department of Labor statistics indicate that the present unem 
ployment situation is serious in some 19 major and 74 smaller labor 
market areas. In other words, there are still people in this country 
who, through no fault of their own, are not ‘enjoying the benefits of 
national properity. So long as this disparity exists, no matter how 
small it may be, I am certain that none of us will be satisfied, for 
economic quality of opportunity is an essential part of a healthy 
society. 

The Eisenhower administration has continually indicated its deep 
concern in regard to the problem of chronically distressed areas. 
Under Defense Manpower Policy No. 4, Executive Order 10582 im- 
plementing the Buy American Act, and the policy on accelerated tax 
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amortization for labor surplus areas, some assistance has been chan- 
neled into distressed areas. On July 30, 1955, in a statement on 
the Senate floor, and in letters to the Secretary of Commerce, the 
Secretary of Labor, the Director of Defense Mobilization, and the 
Chairman of the Council of Economic Advisers, I indicated my 
feeling that these existing programs were not adequate and recom- 
mended that they be reviewed. Assurances were received from ad- 
ministration leaders that such a review was being made, and, subse- 
quently, Dr. Arthur Burns announced in Denver in October that the 
administration would submit a program to the Congress this year 
to provide for a more concerted attack on the distressed-areas problem. 
It is my understanding that the administration plan will be sub- 
mitted to the Congress today, and I should Tike to take this oppor- 
tunity to urge this subcommittee give it careful study because I know 
that it is based on conclusions reached only after a thorough review 
of the distressed-areas problem. 

Senator Doveras. I can assure you that we will give it most careful 
consideration. 

Senator Payne. The only major differences of opinion I know of 
on this matter are in regard to the role the Federal Government should 
play in alleviating conditions in economically distressed areas. The 
primary responsibility for industrial development rests with State 
and local governments and private industry. A Federal program 
alone, no matter how comprehensive, will not solve the problems of 
substantial labor surplus areas. Only alert, aggressive State and com- 
munity industrial development programs with such Federal assistance 
as may be necessary can alleviate the present problem. 

Mr. Chairman, in making that statement, may I say in due modesty 
that to my knowledge there is no person in the State of Maine who has 
had a more lengthy, or a more close interest in this particular field 
than have I. My efforts in this direction started over 22 years ago. 
Through those efforts, together with those of community leaders and 
State leaders, we were able to arouse interest at the community level 
particularly and thereby develop programs that did bring into being 
a revitalized industry in many of the communities of Maine. 

Time does not permit me to go into all of those cases, but I can as- 
sure you that they go from the northern section of the State right 
down through to the southern section of the State. In practically every 
instance industries brought in and developed during that 22-year pe- 
riod are still in operation and today are still making a remarkable 
contribution to the prosperity of Maine. They were brought in when 
the same situation that exists today existed then. 

Furthermore, any Federal program should aim at lasting improve- 
ment in local conditions rather than at just temporary relief. It should 
also be designed to create new job opportunities rather than merely 
transfer job opportunities from one community to another. 

In addition to expanding present Federal programs under Defense 
Manpower Policy No. 4, etc., it is believed that a Federal loan partic- 
ipation program should be developed to assist in bringing new indus- 
tries into distressed areas, and that there should be an appreciable 
expansion of Federal technical assistance to local and State industrial 
development gencies. 

I will leave the details of the Federal program to the administra- 
tion experts, and to the members of this distinguished subcommittee. 
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You are performing a very great service to people in economically dis- 
tressed areas with the careful attention you are giving to their prob- 
lems. I pledge you my support of any reasonable Federal program 
which may be developed to assist communities with serious unem- 
ployment situations. . 

Mr. Chairman, rather than take up more of the subcommittee’s time, 
I should like to ask permission to insert in the record at the conclu- 
sion of my remarks a copy of the statement which I made on the Sen- 
ate floor on July 30, 1955, together with copies of correspondence I had 
following that statement with the Director, Office of Defense Mobili- 
zation, the Secretary of Commerce, the Secretary of Labor, and the 
Chairman of the Council of Economic Advisers. It is believed that 
this correspondence will be of interest to the subcommittee since it un- 
derscores the concern of the Eisenhower administration about the prob- 
lems facing ecoonmically distressed areas. 

I should also like to ask permission to insert in the record a copy 
of a speech I made on November 14, 1955, before the annual meeting 
of the Maine Social Scientists at Bowdoin College in which I dis- 
cussed in some detail the role of the Federal Government in the New 
England economy, and advocated an expansion of assistance to chron- 
ically distressed areas as part of an 11-point Federal program to help 
bolster the New England economy. 

Senator Doveras. Thank you very much, Senator. That will be 
done. 


(The material referred to is as follows :) 


STATEMENT ON SENATE Foor By Senator Frepertck G. PAYNE CONCERNING 
FEDERAL ASSISTANCE TO SUBSTANTIAL UNEMPLOYMENT AREAS 


Mr. President, one of the most significant economic and political developments 
of the past decade has been the commitment of the Federal Government to the 
principle of full employment. It has become one of the accepted responsibilities 
of the Government to use all of its resources to prevent the human suffering and 
the economic loss which has marked our Nation’s more serious panics and 
depressions. 

No free and rapidly developing economy can ever isolate itself completely from 
minor fluctuations and adjustments. As long as we retain our private and com- 
petitive enterprise system such fluctuations are bound to occur. We know from 
our experience, however, that in the long run a free-enterprise system, with 
proper governmental regulations, can bring, as it has brought in the past, a more 
abundant life for all Americans. 

Today the United States is enjoying a period of economic growth and vitality 
almost without parallel in our history. Ours is a prosperous and optimistic 
people looking to the future with anticipation and hope. What once appeared 
to be an almost chronic inflationary problem has been solved, at least for the 
present. For the past 2 years the Consumer Price Index has remained relatively 
steady. Unemployment, too, has fallen in the past few months, and at the 
Same time total unemployment has increased at a rate greater than the normal 
seasonal rise. 

Yet we have not been without our prophets of gloom and doom. Frankly, I wel- 
come their suggestion that all may not be right with our economy. Their warn- 
ings serve to put us on guard against smugness and to avoid relaxing from the 
job we must constantly do in trying to prevent economic imbalances and to 
correct them where they may already exist. 

No political party, however, has a monopoly on the concern for and interest 
in the health of the economy and the welfare of our people. Both parties believe 
that America should remain prosperous and that all Americans should share in 
that prosperity. 

As a Republican and as a strong and consistent supporter of the Eisenhower 
administration, I know that my party, while having confidence in our basic eco- 
nomie strength, will never be complacent as long as one man who wants a job 
cannot find a job. 
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While most of the Nation is now enjoying peace with prosperity, areas of spot 
unemployment do exist, most of them caused by factors peculiar to the economic 
structure of the area. New products, technological advances, and the migration 
of industry are causing hardship in certain cities which depend for their liveli- 
hood on one or a few of the affected industries. I know this is true in Maine, 
where unemployment is one of our most serious problems in certain areas. 

The Area Classification Summary of the Department of Labor for May 1955 
shows that the major areas with labor surpluses have fallen in the past 2 months 
to the lowest point since early in 1954. The May report lists 35 major areas of 
substantial labor surplus and 105 smaller areas. 

The Eisenhower administration, while maintaining our general economic pros- 
perity, is anxious that these areas of spot unemployment should also share in 
that prosperity. Since 1952 significant progress has been made in developing 
programs to combat local unemployment. A pattern for future action based 
on our past experience has been set. 

These programs represent good intentions on the part of the administration. 
But it is time, I believe, for a review of those programs designed to help local 
communities to help themselves. While some good undoubtedly has been accom- 
plished by these programs, I think we have gained enough experience to warrant 
further efforts to broaden and better coordinate those which already exist and, 
if it is feasible, to institute new ones. 

In this connection I was particularly pleased to see included in the Defense 
Production Act Amendments of 1955 a section directing the Office of Defense 
Mobilization to investigate the share of military procurement going to small 
business aud the ways this share can be increased. 

What is already being done on the local level to assist labor surplus areas? 
One step which has been taken is the granting of special rapid tax amortization 
certificates to defense industries which desire to expand existing plants or to 
construct new facilities in labor surplus areas. Up to June 13, 1955, more than 

209 million worth of new plant investment in 33 cities has been covered by 
these certificates. Awarding of these certificates depends, of course, on applica- 
tion by the industry itself. 

Unfortunately in many areas this policy is not having any substantial effect. 
No certificates were granted to industries in substantial unemployment areas in 
Maine or Massachusetts. Only 1 was granted in Kentucky and 2 in New York 
and West Virginia. This is not necessarily anyone’s fault, but it is an example 
of where better coordination between governmental agencies and private indus- 
try might be able to make this policy more effective than it is today. 

Another policy is the granting of special preferences for the awarding of mili- 
tary contracts in labor surplus areas and to labor surplus industries. Total 
net procurement actions of $25,000 or more between January 1 and March 
31, 1955, amounted to $316 million, of which about only 4 percent was made 
because of preference shown to labor surplus industries or areas. The follow- 
ing net procurement actions in the first quarter of this year, excluding contracts 
to the textile industry, were made to each geographic area which was designated 
as a labor surplus area subsequent to January 1, 1954. 

These figures show that no contracts whatsoever were awarded in 60 labor 
surplus areas. Of those areas which did receive contracts, 77 received them 
without benefit of preference. Therefore, there were 137 labor surplus areas 
which did not benefit at all from the preference policy. Only 28 labor surplus 
areas were awarded contracts totally or in part because of preference. 

I am not maintaining that this indicates a failure of the preference policy. 
There is no information available to indicate whether or not this is true. But 
I do think the figures show that the entire program should be reviewed with 
the objective of making it a more effective weapon against unemployment. 

Defense contracts are helpful, but one reason for the possibly limited effec- 
tiveness of the preferential procurement policy may be the fact that many 
labor surplus areas do not have the factories to handle defense contracts, even 
if they had the opportunity. Therefore, the problem may be largely one of 
getting new facilities and new industrial life into these areas. 

The rapid tax amortization procedure is designed to help out in this respect. 
Other programs include assistance by the Small Business Administration in 
helping firms in labor surplus areas to meet their particular problems. The 
Area Development Division of the Department of Commerce also offers valuable 
technical services and assistance, while the community employment program of 


the Department of Labor also works to stimulate concerted community develop- 
ment. 
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These are just some of the programs and policies designed to stimulate 
industrial health and growth in our labor surplus areas. The local community 
must take the initiative itself if any program is to be successful, but the Federal 
Government must also participate in order to provide the maximum amount of 
information and opportunities to the communities. 

Now that the groundwork has been laid, I believe we should go forward to 
make our existing programs more effective. I strongly urge the executive branch 
to thoroughly review its programs designed to assist labor-surplus areas. By 
doing so we may be able to further advance the President's program to bring 
the blessings of our vigorous, peacetime private enterprise economy to all 
Americans. 


JULY 29, 1955. 
Hon. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 

Dear Dr. FLEMMING: Although unemployment has shown a definite decline in 
the past few months, there are still many areas of spot unemployment in this 
country. For the welfare of the people the industries and other businesses lo- 
cated in those areas, it is essential that the Federal Government do all in its power 
to rehabilitate existing industries and to work in introducing new ones. 

I know from the experience of my own State of Maine that much can be done by 
cooperation between the community, State and Federal agencies. As you may 
know, unemployment is an exceedingly serious problem in certain Maine cities 
and towns and threatens to become even more serious. The town of Sanford, 
however, has vigorously moved to meet its own problems and in cooperation with 
governmental agencies has done much to restore some measure of economic health 
to the community. But there is still much that remains to be done in broadening 
and perfecting our present programs. 

In my study of those Federal programs designed to assist labor surplus areas, 
I have come to feel that an examination of those programs might result in a 
more workable approach to the problem. Better coordination between the agen- 
cies concerned and an expansion of existing programs and the institution of new 
ones might help to advance the administration’s program to reduce unemployment 
to the barest minimum. 

It is my hope that you will give serious consideration to the suggestion that you 
review the programs of your department and perhaps, meet with representatives 
of the Department of Labor and the Department of Commerce in order to shape a 
coordinated program which could even better meet the needs of labor surplus 
areas. 

I am enclosing a copy of a statement I am making on the floor of the Senate on 
this subject for your information. 

With very best wishes. 

Sincerely yours, . 
FREDERICK G, PAYNE, 
United States Senate 


(Note.—Similar letters were sent to the Secretary of Commerce and the Secre- 
tary of Labor.) 


AvsoustT 11, 1955. 

Deag SenatTOR Payne: Thank you very much for your letter of July 29 to 
which was attached your excellent statement regarding Federal assistance to 
areas of spot unemployment. We have been following the situation in these 
labor surplus areas very closely with real concern for the communities involved. 

The Surplus Manpower Committee of the Office of Defense Mobilization is 
charged with advising the Director of ODM and its member agencies on policies, 
procedures, and activities in existence or needed to carry out the purposes of 
Defense Manpower Policy No. 4. This Committee is chaired by the Assistant 
Director for Manpower, ODM, and is composed of representatives of the Depart- 
ments of Commerce, Labor, and Defense, including the three military depart- 
ments, General Services Administration, and Small Business Administration. 
Defense Manpower Policy No. 4 provides for the preferences given distressed 
labor areas in procurement contract negotiations. The Surplus Manpower 
Committee has recently reviewed this policy and on its recommendation I have 
amended the policy so as to lend assistance to some rather small areas not now 
eligible for preferences. However, the committee informs me that the general 
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consensus is that Government procurement is no real cure for an area which, 
because of changing technological conditions or for other reasons beyond its 
control, is not participating in the general prosperity of the Nation’s economy. 
Also the restrictions in the Armed Services Procurement Act relative to price 
differentials for the relief of economic dislocation sharply reduce its effectiveness 
as an emergency aid measure. 

Very close liaison is continuously maintained with the Area Development 
Division of the Department of Commerce and the Bureau of Employment Service 
of the Department of Labor, as well as with the staff of the President’s Advisory 

soard on Economic Growth and Stability. All of these agencies are assisting 
local communities in whatever manner possible within their respective legislative 
and budgetary limitations. 

As you are aware, the rapid tax amortization program is concerned exclusively 
with the mobilization base requirements and, as you pointed out, the award of 
these contracts depends on application by the industry. 

I do not wish to intimate that simply because these programs have been re- 
viewed nothing more can or will be done. I simply wanted you to be acquainted 
with the contribution that we have tried to make to the achievement of the 
objective in which you are interested. I can assure you that, along with the other 
departments to which you refer, we will be on the alert constantly for new items 
that may make it possible to proceed more rapidly toward the achievement of 
the objective. 

Sincerely yours, 
ArrHor §S. FLEMMING, 
Director, Office of Defense Mobilization. 


Avus6ust 4, 1955. 

DeaR SENATOR PAYNE: Thank you for your letter of July 29 concerning the 
need for the improvement of Federal programs for assisting spot labor and 
surplus areas. 

We are aware of this need and have acted to improve the development services 
rendered by my department to local and State development agencies. Early in 
1954 the program of the Area Development Division, with which you are familiar, 
was expanded. The Division was assigned the responsibility of serving as a focal 
point and clearinghouse in the Federal Government for area groups and delega- 
tions seeking advice and assistance on problems of local unemployment. Since 
that time the Division has operated as a central clearinghouse on labor surplus 
problems very successfully and has attempted to keep local groups informed of 
available Federal assistance. The attached Available Federal Assistance for 
Community Development is an example of a recent publication prepared for labor 
surplus area groups which may be of particular interest to you. 

The Economic Report of the President for 1955 recommended a still further 
strengthening of the area development program. As a result of this interest 
and because of the increased demands upon the small staff available to the 
Division, I submitted a supplemental budget request to the present Congress 
in the amount of $250,000. It was our plan to use these funds to increase on-the- 
spot assistance to labor surplus areas by stationing area development specialists 
in the field and undertaking the various activities outlined in the attached testi- 
money of Mr. Victor Roterus before the Joint Committee on the Economic Report. 
Further, it was our plan to give continuing study to the problem of how Federal 
programs for assisting labor surplus areas might be strengthened and improved. 
Unfortunately, this supplemental budget request was disapproved by the 
Congress. 

As suggested in your letter we will continue to give serious consideration to how 
Federal programs of assistance might be made more effective. This is being done 
through the participation of my Department on several established interdepart- 
mental committees on which the Department of Labor and the Office of Defense 
Mobilization are also represented. 

Sincerely yours, 

SINCLAIR WEEKS, 

Secretary of Commerce. 


AvucustT 17, 1955. 

DEAR SENATOR PAYNE: Thank you for your letter of July 29 enclosing a copy 
of a statement you presented on the Senate floor concerning Federal assistance 
to areas of substantial unemployment. 
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Responsible agencies of Government are at work studying the problem of 


persistent area unemployment. These studies include an evaluation of existing 
Covernment programs and actions which might be taken to strengthen these 
programs. The suggestions in your letter will be helpful to us. 


The Department of Labor is giving special attention to this problem. This 
is being done because of our concern about the problem and also in order that 
we may make the maximum contribution to deliberations by the responsibk 


agencies of Government. 


Sincerely yours, 
JaMes P. MiTcHeELt, 
Secretary of Labor 


AUGUST 20, 1955. 
Dr. ArtTHUR F. BURNs, 
Chairman, Council of Economic Advisers, 
Ezrecutive Office Building, Washington, D. C. 

Dear Dr. BURNS: It has come to my attention that the Council of Economi 
Advisers now has under review the Federal Government's program to assist 
areas of spot unemployment. 

As a Senator from a State which has local unemployment problems, I have 
been most interested in this matter and late in July spoke in the Senate, urging 
a thorough review of the problems presented in these distressed areas. En 
closed is a copy of that statement which I thought you might be interested in 
seeing. 

You may be sure that I appreciate very much your work on this problem and 
would be happy if you could let me know of any conclusions you have come to 
regarding methods to better coordinate and, perhaps, expand Federal assistance 
to distressed areas. 

With very best wishes. 

Sincerely yours, 
FREDERICK G. PAYNE, 
United States Senator. 





SEPTEMBER 6, 1955. 

DEAR SENATOR PAYNE: I appreciate your writing to me about the local unem- 
ployment problem and sending me the statement on this subject, enclosed with 
your letter of August 29. 

For several months, the Council has been working on a coordinated Federal 
approach to community assistance. At present, a plan developed by an inter- 
agency technical committee is being studied by the heads of interested Federa! 
agencies. I hope soon to be able to place a definite program before the President. 

If the final program eventuates in a legislative proposal, I am sure that you 
will find it compatible with the spirit of your July 30 statement. 

Sincerely yours, 
‘ ARTHUR F.. BurRNS, 
Chairman, Council of Economic Advisers. 


THE FEDERAL GOVERNMENT AND THE NEW ENGLAND ECONOMY 





Address by Senator Frederick G. Payne (Republican, Maine), before annual 
meeting of Maine Social Scientists at Bowdoin College, Brunswick, Maine, 
Monday, November 14, 1955 
It is indeed an honor and a privilege to speak before this meeting of Maine 

Social Scientists and to have an opportunity to renew old acquaintances and 
make new friends among one of Maine’s most distinguished groups of educa- 
tional leaders. The contribution which you are making in training our young 
men and women as future leaders is one of the most important undertakings 
in our Nation today. As civilization advances, the need for enlightened leader- 
ship increases. Without a firm indoctrination in the liberal arts with the result- 
ing appreciation of the cultural values of western civilization, the leaders of 
tomorrow, be they governmental, industrial, or scientific, will be unable to cope 
adequately with our increasingly complex life. In the training and inspiring of 
your students you are presented with a task and a challenge too often unappreci- 
ated and inadequately rewarded by society in general. I salute you with deep 
admiration for the outstanding contributions you are making toward a better 
future for mankind. 
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This afternoon I should like to set forth some of my thoughts on the New 
England economy. In doing this, I know that many of you are far more con- 
versaut than I on some aspects of this subject. In particular, therefore, I want 
to focus your attention today on the role of the Federal Government in the New 
England economy from the point of view of a United States Senator. 

Since the end of World War II, the United States in general has experienced 
one of the greatest economic booms in its history. By almost whatever economic 
standard you choose, the vast majority of Americans are better off today than 
ever before in history, and many signs point to a continued upward trend in 
prosperity. But in spite of the general prosperity some difficult problems remain 
to be faced and selved. Economic growth means change and, while change may 
bring benefits to some areas and industries, it may also strike harsh blows at 
the very heart of others 

Taking the economic pulse of New England today in terms of per capita income 
or standard of living, the figures show that it is one of the more prosperous areas 
of the country. With only 2.1 percent of the Nation’s land area and 6.1 percent 
of its population, New England in 1954 had 6.6 percent of the Nation’s personal 
income or a per capita personal income of $1,935 as compared to $1,770 for the 
country as a whole. It should be kept in mind, however, that regional statistics 
do not reveal the prosperity or suffering of individual communities. The eco- 
nomic situation today varies appreciably within the New England area and 
within the individual States. 

While New England is generally prosperous, we must remember that in 
relation to other regions New England's relative share of the Nation's em 
ployment and wealth has been declining. But so long as the trend does not 
reach the point where New England cannot provide, as other areas are doing, a 
gradually rising standard of living for her people, there is no reason for serious 
alarm. An older, highly developed region cannot be expected to grow as 
rapidly in population, income, and jobs as a more recently developed region. 

The fact that the industrial face of the United States today is rapidly chang 
ing means that unless we are alert to the developments taking place, New 
England can lose materially in the process. 

IT have no patience, however, with those who view the situation with an 
excess of alarm and despair. True, New England has economic disadvantages 
and there exist, as a result, pockets of severe hardship scattered throughout 
the area. But not one of our economic problems taken by itself is so serious 
that it could sap New England of her great reserves of economic strength. It 
is only when these problems are piled one on top of the other that we become 
aware of the need for corrective action. 

What are the causes of New England’s economic problems? Why is New 
England having difficulty maintaining its competitive position within the Amer- 
ican economy? The reasons are legion, but basically they stem from the fact 
that New England has the oldest regional economy in the United States. To 
generalize further, we are deficient in many of the raw materials of modern 
industry. Our transportation costs, power costs, labor costs, and taxes are 
higher than those in several other areas of the Nation. Much of our plant 
and equipment is old and needs modernization. The center of national popula- 
tion has long since shifted to more distant areas of the country. 

The greatest strength of New England, however, is and has always been its 
people—a people noted for their independence, their self-reliance, and their 
energy, a people with a high level of education and skill. Out of this region 
has come the strength in inventive genius, finance, and industry that has de 
veloped many of the other areas of the Nation. In many fields we have shown 
inspiring leadership. In some of these fields, we now find ourselves playing 
second fiddle, either because of economic conditions over which we have little 
control or because of a tendency to grow soft and feel we can rest on the laurels 
of the past. 

There is nothing so disastrous to a people as to become complacent, and 
complacency has taken hold in New England much more than is good for us 
There is still no substitute for faith, courage, and a progressive spirit. Just 
because we have enjoyed a strong economy in the past in our textile, shoe, and 
other industries is no reason we shonld sit idly by and just wonder why, with 
all the glory of the past, we should now be losing some of these industries to 
other regions with the resulting loss of jobs for our people. 

The situation is not so serious, however, that it cannot be solved by the same 
kind of alert and intelligent leadership that has enabled New England through- 
out her long history to adapt herself to changes in international and national 
economic patterns. 
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In fact, it might be said that the dominant characteristic of New England's 
economic history has been adaptability. With the coming of the industrial revo- 
lution, New England, in spite of limited natural resources, successfully made the 
shift from an economy based chiefly on the primary and extractive industries to 
one based on manufacturing. As the United States expanded westward, New 
England continued its industrial growth, becoming one of the Nation's most 
mportant workshops. New England was clearly benefiting from an increasing 
demand for its products from new areas and because of a rising national standard 
of living. 

‘The opening of new frontiers of knowledge and geography presented New 
hingland with a serious challenge. New products, new technologies, new and 
far-distant markets and new industrial centers began to develop and erode away 
New England’s predomiuant competitive position. 

This process is still going on today. The current problem for New England, 
however, is no longer one of shifting from the extractive industries to manu 
facturing, but rather of continuing efforts to bring about a better balance be 
tween the old and the new in industrial development and also to divert resources 
from the declining industries into newer, growing industries, such as electronics, 
and its related fields. 

There is good reason to believe that New England can meet this challenge as 

has all the others. Basically our economy is sound. This gives us a firm 
foundation for the successful solution of New England's economic problems, 
Which in the long run will depend upon the cooperation of everyone concerned 
in developing a climate favorable to creative adaptation 

The aroused interest in New England economic problems in recent yeurs is in 
itself a step forward. Studies such as “The New England Economy,” sponsored 
by the President’s Council of Economic Advisers in 1951, and “The Beonomic 
State of New Engiand,” sponsored by the National Planning Association in 1954 
are undoubtedly familiar to all of you. The literature on the New England 
ecolumy is steadily increasing. 

The attack on New England economic problems must be waged on every pos 
sible front. Educational institutions, private enterprise, local communities, the 
six States, and the Federal Government must all unite in a concerted, coordinated 
effort to assure our area’s future economic prosperity. Encouraging signs are 
seen daily. 

The work being done under the Maine College community research program to 
set up a Maine business index is indicative of the heartening interest in our own 
State’s true economic condition in both the academic and business communities. 

Many private enterprises are modernizing their plants and taking advantage 
of technological changes. New plants are being built, old ones reopened. For 
eXumple, newspapers last week carried stories on the $2 million tannery at 
South Paris, the Bonafide Mills expansion in Lisbon, the reactivating of woolei 
mills in Fairfield and Pittsfield. 

Towns and cities with-economic problems are conducting well-planned and 
well-executed efforts to attract new industries. The outstanding work in this 
held being done in Sanford is helping other communities meet their local crises 
us they arise. However, more emphasis should be placed on precrisis commu- 
nity activity in the future. It is a serious error to wait until an industry moves 
out before taking action. An alert and intelligently informed community can 
do a lot to avert local disasters. 

Here in Maine the establishment of the new department of development of 
industry and commerce and the selection of Carl Broggi as the first commissioner 
of development of industry and commerce indicate real progress for the future. 
| am indeed glad you had an opportunity to hear Carl Broggi earlier today. He 
is an outstanding individual who, I am certain, will do an excellent job for the 
State of Maine. 

The work being done at the State and local level is of the utmost importance. 
It must be expanded and go forward in an ever-increasing tempo. The role of 
the Federal Government in aiding the economy of any particular area of the 
Nation is limited by the Federal system itself to assuring fair competition within 
the national boundaries. New Englanders are by tradition opposed to direct 
Federal assistance and handouts. 

A Federal program, no matter how comprehensive, will not solve New England's 
economie problems. The primary responsibility for economic development rests 
with the people of New England themselves, acting through their associations 
sud State and local governments. 
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There is a great deal which can be done, however, at the Federal level to assure 
that New England’s economy is not injured by artificial barriers, and the Federal] 
Government can also provide technical advice and assistance for coordinated 
programs within the six-State area. 

New England does not want unfair or unreasonable regional advantages which 
are contrary to the national interests. It does not want special favors which 
discriminate against other areas. New England seeks only an atmosphere in 
which fair competition can flourish. 

As a Member of Congress, my primary interest, of course, is in those steps 
which can be taken on the Federal level to remove artificial or manmade bar 
riers to the economic development of New England as well as to provide new 
incentives for future healthy economic growth. 

My own interest has been centered largely on a program which can perhaps 
best be summarized for our purposes today in 11 points. This program occu- 
pies much of my attention as one vitally interested in the problem of New England 
economic development. 

Assistance to chronically distressed areas. 

Mineral and water-resource development. 

Fisheries education and research. 

Forestry conservation and research. 

Flood control and insurance. 

Study of the New England transportation position. 

7. Adequate funds for enforcement of wage and hour standards and job 
training. 

8. Amendment of the Walsh-Healey Public Contracts Act of 1936. 

9. Repeal of the tax exemption on municipal bonds issued for industrial 
purposes. 

10. Prevention of any reduction in oil imports. 

11. Atomic development. 

Although a great deal could be said about each of these 11 points, I shall 
expand on them only briefly. 

1. Assistance to chronically distressed areas.—Although I do not believe we 
should direct all of our efforts to strengthen the New England economy toward 
chronically distressed areas with substantial labor surpluses, it is imperative 
that assistance be given these areas to eliminate these pockets of unemploy- 
ment. I have discussed this subject at some length in speeches in the Senate. 
The administration’s new so-called domestic point 4 program to coordinate 
the activities of the Labor and Commerce Departments and Small Business 
Administration in their efforts to assist chronically distressed areas in coopera- 
tion with State and local governments is encouraging and will have my full 
support when Congress reconvenes in January. 

2. Mineral and water-resource development.—Full support should be given to 
efforts to assess and, if feasible, develop New England’s mineral resources. 
Progress in developing a process to extract Aroostook County’s manganese wealth 
has been heartening, and I am looking forward with a great deal of hope 
to the day when current pilot plant tests will produce a process to make 
ame full development of these manganese deposits on a sound economic 
basis. 

The report this year of the New England-New York Interagency Committee 
discusses in detail some of our resource potentials. This report merits the 
careful attention of every individual concerned with New England problems. 

Perhaps our greatest need is a medium for producing large blocks of power at 
rates that are attractive to industry. Every effort should be made to secure 
House approval of the Senate-passed bill to authorize a full-scale survey of the 
economic feasibility of the international Passamaquoddy project. We should 
also keep abreast of atomic energy as a power factor. 

3. Fisheries education and research.—Our New England fishing industry is 
one of our oldest and proudest. It has, however, in the past not received the 
attention it needs to meet its problems. The Saltonstall-Kennedy fishery re- 
search bill passed by the 88d Congress has provided much needed cooperative 
Federal-State-industry studies of some of the current problems. The lack of 
trained technicians within the industry is serious. This past spring I intro- 
duced a bill to establish a fishery education program in colleges and secondary 
schools similar to the present agricultural education programs but sealed to a 
size commensurate with the needs of the fishing industry. Favorable Senate 
action on this bill is hoped for when Congress reconvenes. 

4. Forestry conservation and research.—Our forests are still one of our major 
natural resources. Current-Federal-State cooperative forest fire fighting, forest 
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management, and tree planting programs should be expanded with greate: 
emphasis on improving woodlands held by small owners. 

5. Flood control and insurance.—Increased appropriations should be made for 
the construction of economically justified flood-control projects in New England 
to prevent such disasters as occurred this fall from taking an even greater toll 
of the region’s economic wealth. A Federal! flood-insurance program to make 
possible earlier rehabilitation of areas which suffer flood damage is urgently 
needed. 

6. Study of the New England transportation position.—Because of the indica 
tions that the rules and rates fixed by Federal regulatory bodies supervising 
the national transportation system discriminate against New England, a 
thorough congressional study should be made of the whole New England trans 
portation situation. 

7. Adequate funds for enforcement of wage and hour standards and job 
training.—Sufficient funds should be made available to the Department of Labor 
to assure effective enforcement of the wage and hour provisions of the Fair 
Labor Standards Act. The Department's apprenticeship and job-training pro- 
grams should be broadened and given increased financial support. 

8. Amendment of the Walsh-Healey Public Contracts Act of 1936.—Ambigui- 
ties in the Walsh-Healey Act, which governs bidding on Government contracts, 
should be liminated. These ambiguities now give an unfair advantage to firms 
in low-cost labor areas bidding on Government work. Senator John Kennedy 
and I are sponsoring an amendment to correct these ambiguities. It is ex- 
pected the Senate Committee on Labor and Public Welfare will hold hearings 
on our bill early in the next session. 

9. Repeal of the tar exemption on municipal bonds issued for industrial pur- 
poses.—The present tax exemption on municipal bonds issued to finance con 
struction of plants, which are rented at a nominal cost or provided free to in- 
dustries induced to locate in these plants, should be repealed. This tax law 
provision has worked to the detriment of New England. 

10. Prevention of any reduction in oil imports.—In view of New England's 
already high fuel costs and the importance of oil imports to the region’s homes, 
businesses, and institutions, there must be continuing efforts made to prevent 
mandatory Federal action to reduce such imports and, in particular, imports 
of residual fuel oil. 

11. Atomic development.—Nuclear energy may well provide the key to future 
power needs. New England has been termed by many experts an excellent 
site for an atomic powerplant. I believe all levels of Government as well as 
the private power companies should continue their efforts to promote construc- 
tion of such a plant in New England. In addition, attention should be directed 
to securing for New England a major Federal nuclear research or production 
installation. 

This is by no means intended to be an all-inclusive program for the rejuvena- 
tion of the New England economy. These are only some of the specific steps 
which should be taken if our attack on New England's economic problems is 
to be effective. Other Senators from the New England States are working on 
similar projects. Taken together all these efforts, properly coordinate, through 
regular meetings of the New England senatorial conference, should go a long 
way toward helping to solve some of our problems. 

Although it may be unnecessary, I think it well to mention at this point that 
a Senator has responsibilities not only to his State and area but also to the entire 
Nation. ‘Therefore, it should be pointed out that while the program I have 
outlined is of special interest to New England, no part of it is contrary to the 
national interest. In the long run an economically strong and prosperous New 
England will be of more benefit to the Nation than an economically dependent 
area. 

While I have concentrated today on a program for Federal action, it must 
always be remembered that the need for effort is greatest in the community itself. 
If the individual is inflexible in thought and action, if he resists progressive 
change, then no amount of effort on any level of Government will solve the 
problem. New Englanders must constantly work to bring their methods, tech- 
nology and products up-to-date. They must also seek out new products which 
New England’s particular combination of land, labor and capital resources ean 
produce most efficiently. For New England's basic problem is how to make the 
best use of its human and natural resources as well as of its resources in ideas 
in such a way as to best adjust its indutrial tructure to change in its underlying 
competitive position. 
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The job is a big one and requires many alert and intelligent citizens to complete 
it successfully. I think that the educators of New England are making an 
outstanding contribution in this regard. Our New England educational facilities 
are unsurpassed, but perhaps they could be put to work to an even greater 
degree in the service of the area. I believe a great amount of good could 
come if every college in our area offered a course in “problems of the New 
England economy.” Not only would such a course be valuable to the student 
for the many important economic principles which is would dramatically illus- 
trate, but in time it would also help to fill our communities with men and 
women having a deep awareness of the problems at hand and some knowledge 
of the line of attack necessary to solve those problems. 

In this connection, too, I might add that as the late Senator Charles Tobey 
of New Hampshire once pointed out with respect to the economy of New 
England : 

“Its problems are those of the oldest economic region in the country. They 
deserve attention on their own merits, but have the additional value of serving 
at prototypes of problems facing regional economies as they grow older.” 

New England has every right to look forward to an expanding economy able 
to provide increasing employment opportunities and a rising standard of living 
Our high level of income, education, skill and responsible leadership underscores 
the fact that the means for a solution to our problems are at hand. In order to 
achieve this goal, many individuals and groups, both public and private, will 
have to cooperate. The initiative will have to come from within New England 
Such cooperation and initiative, however, are part of the New England tradition 
and, judging from «cur past, I feel certain that we will not fail to meet the 
challenge which we now face for the future. 

When all is said and done—I am betting on New England and I hope you are 


too. 

Senator Dove.as. I notice in the letter of Mr. Siciliano he states 
that Washington County will not be classified as an area of sub- 
stantial labor surplus because it does not meet the minimum-size cri- 
teria. In other words, simply because it has a labor force of less than 
15,000 they did not classify it as an area of substantial labor surplus. 

Could you inform us as to the percentage of unemployment within 
the total labor force of Washington County / 

Senator Payne. Mr. Chairman, I cannot give you those figures at 
this moment. But let me say that I think, because of the basis upon 
which they arrive at the conclusion that Washington County cannot 
be classified as a distressed area, that it would be very helpful for this 
committee in its deliberations to perhaps focus attention on this par- 
ticular matter. It makes no difference whether a community has a 
2,000 population or a 100,000 population. If a relatively high per- 
centage of the people in the smaller community are unable to find em- 
ployment and contribute toward the well-being of themselves and the 
community, then certainly they are in just as much of a hardship 
situation as the larger community of 100,000 people. 

Senator Dovetas. I am very glad you say that, Senator, because I 
have been carrying on a running fight with the Department of Labor 
on this very point, and have asked them to survey a number of areas 
in this country, and thus far apparently it has not been done. Some 
of these areas are small, but at least in my judgment have high rela- 
tive unemployment. | 

I am very glad to have you say that. 

Senator Payne. In other words, I am sure you will agree with me 
that the economic structure of this Nation is not going to be 
sound simply because the larger communities are sound. The basis 
for the strength of this Nation has come in many instances from the 
smaller communities’ contribution, both in manpower and in many 
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other ways. Regardless of a community’s size it still is entitled to rea! 
consideration. 

Senator Dovcias. We have the same problem in Illinois with two 
small counties on the Ohio River, where the production of fluorspar 
is largely concentrated. They are small. Therefore, surveys have 
not been made of them, and yet we know the unemployment is high. 

Senator, I wonder if I might ask another question. You, I think, 
properly emphasized the role of local communities in this. Do you 
think that the Administrator, or whoever is charged with the adminis 
tration of the act, should be able to bypass the local committees and 
make loans, even though they are not recommended by the local com 
mittees, or do you think the local committees should act as a sifting 
agency initially ? 

Senator Payne. I would feel that any action the Federal Govern 
ment might take in this should be channeled down through the chain 
of command, so to speak. In this way it would be possible to get the 
thinking of those at perhaps a little higher echelon. For instance, 
n Maine Carl Broggi, heading up as he does the state department, 
would be very familiar with every situation at the local level. There- 
fore, I would think that consideration should be given to a group, let 
is say at the State or area level, which has a deep concern over what 
might be done. 

Senator Doveuias. That is provided in S. 2663, but I thought that 
my colleague was suggesting that the Administrator would deal with 
loan applications directly, even though not approved by the local area 
committees. 

Senator Payne. No. I would agree with you that I think they 
should go through an area committee. 

Senator Dove.as. The third question I wanted to raise is this: I am 
very glad that you approve of Federal loans to the new industries in 
these areas. I wonder how you felt about additional Federal public 
works over and above those provided for in the ordinary appropriated 
process ? 

Senator Payne. I certainly would think that a most comprehensive 
planning of projected public works should be developed. 

Senator Douctas. Of course, we may have been appropriating large 
sums of money for that purpose for at least 10 years, but the question 
is whether grants should be used to carry them out or to initiate new 
projects. 

Senator Payne. Let me say this: If local and State groups, together 
with such assistance as the Federal Government might be able to give 
in developing industrial development with private initiative, cannot 
provide the means to relieve distress, then I would frankly feel that 
other means should be found, whether they be public works or some- 
thing of that type, in order to keep people gainfully employed. 

Senator Doveias. Thank you. 

Senator Goldwater ? 

Senator Gotpwater. How long would that process go on, Senator? 

Senator Payne. It would have to be, I would say, judged entirely 
upon the basis of results attained. In other words, I ale hope that 
in the event it was found necessary for any public-works program to 
be adopted in these areas, after due efforts to relieve distress were made 
but found unsuccessful that, nevertheless, these efforts would continue 
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so as to eventually find ways and means for the permanent employ 
ment of the people of an area through industrial development. 

I dont’ think that any of us can close our eyes to the fact that, after 
all, it is a pretty sad situation when people want to work, are anxious 
to work, have their roots in a given area but cannot find work there. 
We certainly should be willing to do about anything we possibly can, 
everything else failing, to see that the Federal Government does make 
it possible for those people to at least enjoy the minimum standards 
that they would want people to enjoy everywhere. 

Senator Gotpwater. I agree with you. I was trying to follow the 
reasoning in this argument about public works. The Federal Gov- 
ernment steps in and does all that it can for an area in the way of loans, 
in the way of technical assistance, in the way of tax privileges, amorti- 
zation, and so forth, and still the area remains depressed. How far 
should we then go with providing public works—not that public works 
should not be provided, but when all efforts have been made by loca! 
State and Federal agencies to create an economy where an economy 
does not exist. In my own mind, I can see danger to a community 
in a continued public-works program, with nothing to fall back on 
when the public-works program has to end some time. 

Senator Payne. Of course, it is an awfully hard thing to look 
into a crystal ball and say how long it is going to take for any given 
situation to clear up. 

Senator Gotpwater. Would you advocate it going on and on and 
on, building new buildings when we have new buildings, building 
new roads when we have new roads ? 

Senator Payne. I would not advocate that, but I would say that 
from my knowledge of some of the so-called chronically distressed 
areas that I have in mind—and I must confine myself basically to 
my own State—that I know that in those areas there are specific 
public-works projects that undoubtedly could be undertaken and 
which would be of lasting benefit. How long it would take to accom- 
plish this, I wouldn’t know. That would be up to the planners, who 
certainly are more capable in this field than I ever would be. 

Let me say that I certainly would hope that in doing anything of 
that type they would not lose sight of this other effort which should 
be No. 1. We should make a continuing effort to immediately find 
the means by which through research, the technical advances, and 
the utilization of new products, the development of power potentials 
that might lead to the attraction of this industry, that these efforts 
should continue just as vigorously as we possibly can prosecute them, 
both at the local and State levels, and assisted by the Federal Govern- 
ment as well. 

Senator Gotpwater. I don’t want you to misunderstand my ques- 
tion. Iam merely fearful of the possibility that might exist whereby 
whole communities become reliant upon public works and nothing 
else. I don’t imagine it could ever happen in New England. I doubt 
that it could happen in many of the States of this country, but when 
you offer the money, and it is there, it is a line of least resistance. 
I agree with you that the local effort should be followed, the State 
and Federal Government effort should be followed, and public works 
should be used, but I would hate to see public works becomes the 
means of sustaining people in any community in this country. 
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Senator Payne. I agree with you that I wouldn't want to see it 
continued indefinitely, but I think where there is a need for it we 
should face up to facts and if everything else fails, use public works. 
It is a pretty pitiful sight to see a man who wants to work, and is 
willing to work, just sitting there biding time and not able to make 
his contribution. 

Senator Gotpwarer. I agree with you. We had depressed areas 
in the West long before you folks in the East knew what they were. 
We had ghost towns there that stand as terrible tribute to the lack of 
foresight of State and local governments and enterprise. We know 
what it is out there, too. 

That isall. Thank you. 

Senator Doveras. Thank you. 

Senator Payne. Thank you, Mr. Chairman. 

Senator Dovenas. We have Congressman Fenton of the 12th Dis 
trict of Pennsylvania. Congressman, would you like to make a state- 
ment? We are very glad to have you here, Congressman. 


STATEMENT OF HON. IVOR D. FENTON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fenton. Thank you, Senator. I want to assure you I will 
only take a few minutes to make the statement. 

Senator Dovetas. Take all the time you wish. 

Mr. Fenton. Thank you very much for the opportunity of appear 
ing before you in relation to your legislative proposal and other pro 
posals to establish an effective program to alleviate conditions of ex 


cessive unemployment in certain economically distressed areas. 

I represent the 12th Congressional District of Pennsylvania com 
prising Schuylkill and Northumberland Counties in the anthracite 
area, and in which the major reserves of hard coal are located. 

As you probably know, the anthracite area of Pennsylvania has 
heen designated as a distressed-labor area for quite a number of years. 

I also know that a witness from the Department of Labor and 
Industry of the State of Pennsylvania has submitted a statement to this 
committee which gives in detail the picture of our areas of unemploy 
ment, and which includes the area I represent. It would be repetitious, 
therefore, in large degree for me to dwell on statistics already pre- 
sented. I will therefore try and give you some idea of the time and 
efforts given by the people of my area in trying to help themselves. 

We have seen the population of my district shrink over 40,000 from 
1940 to 1950. We have seen our major and basic anthracite industry 
have its annual tonnage reduced from almost 100 million tons in 1917, 
in World War I, to around 30 million tons at the present time. We 
have also seen the number of mine workers diminishing from a peak 
of 179,679 in 1917 to less than 40,000 today. 

The causes of all of these are well known to those of us who live in 
the hard-coal field. In fact, the Federal Government itself knows full 
well the condition in which our area finds itself, because over the 
vears, since I have been a member of Congress, I have brought to the 
attention of our various administrations the economic plight of the 
anthracite industry and the people dependent upon it for a livelihood. 

IT have been successful in having a number of my proposals enacted 
into law, to assist the anthracite industry and our people. For ex- 
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ample, Public Law 812 of the 77th Congress, which established an 
anthracite experimental station; Public Law 738, 83d Congress, which: 
authcrizes the appropriation of Federal funds to fight mine fires and 
eliminate the necessity of asking for special funds every year; the 
appropriations on this type of work over the last several years has 
saved over 200 million tons of coal from destruction at a cost of less 
than a cent a ton. 

Public Law 162 of the 84th Congress, which authorizes the Federal! 
Government to appropriate $814 million to match a similar amount 
from the State iiamaanania. to dewater the mines for health and 

safety purposes, and to conserve one of the Nation’s greatest natural 
resources, Pennsylvania’s anthracite mines. 

While we have been trying to stay the continued onslaught of 
unemployment by helping to sts tabilize our anthracite mining industry, 
our people and our communities have been doing a splendid job in 
organizing in various ways and indeed have succeeded in securing 
new plants in some communities, and also expansion of plants already 
there. 

Our people want to work, Mr. Chairman, as is evidenced by the 
fact that thousands of my people travel over 100 miles each day in 
commuting back and forth to work. Others are compelled to leave 
their families for the week and return on the weekends, so, therefore. 
it is very gratifying to me to see that this committee and our admin 
istration, that they have recognized the serious necessity of excess 
unemployment in certain areas, and are trying to do something about 
it. Working together, Mr. Chairman, we cannot fail in the interests 
of our people and our Nation. 

Senator Doueias. Thank you very much, Congressman. 

Have you had a chance to look at Senate 2663 4 

Mr. Fenton. Yes, sir; I have. 

Senator Douctas. What is your feeling about it / 

Mr. Fenton. I certainly think it is a step in the right direction, 
Senator. Of course, I don’t want to go into the details of the. whole 
bill. There may be some differences of opinion, and our approach 
to the matter. I am hoping, however, that we can arrive at a meeting 
of the minds and to do something definite about the situation. 

Senator Doveias. You do feel, do you, that general monetary and 


fiscal policies are not enough to deal with the problem of the depressed 
areas ¢ 


Mr. Fenton. Absolutely. 

Senator Doueias. That it needs more rifleshot treatment 4 

Mr. Fenton. Yes, sir. 

Senator Dovuaias. Therefore, you think the thinking of the admin- 
istration should progress beyond the point which it reached a year 
ago! 

. Fenton. Definitely, in my opinion; yes. 

Senator Dovetas. Thank you very much. 

Senator Goldwater ? 

Senator Gotpwater. I am a little confused by that remark. What 
point did it reach a year ago? The President in his report, which 
we in the joint committee agreed with, stated the Federal Gov ernment 
should assist depressed communities in their problems. 


The Federal Government should be willing to assist depressed communities 
to develop workable solutions of their problems. Accordingly, the area develop- 
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ment program of the Department of Commerce, which can be so helpful in 
revitalizing a community’s industry and trade, should be further strengtuened. 
lor the time being, at least, it is also desirable to continue the policy of granting 
special tax-amortization benefits for new defense facilities located in surplus 
abor areas and of placing Government contracts as far as feasible in these 


ireas. 

I think the President recognized fully this problem. I tried to 
point ont earlier the Congress refused to give the funds necessary last 
vear for an increased approach to this in the Office of Area Develop- 
ment in the Department of Commerce. 

Senator Doveias. The Senator has read one paragraph. The fol 
lowing paragraph reads: 

The Federal Government can make its most effective contribution to their 
eeds as well as those of others by steadfastly pursuing monetary, tax, expendi- 
ture, debt management, and general housekeeping policies that promise a high 
and stable level of employment in the Nation at large 
ndicating general measures. 

Senator Gotpwater. I think the two statements go very well to- 
gether. I think the Senator would agree that the Federal Govern- 
ment should continue to make an effective contribution to the over- 
ull prosperity of the Nation wherever it can, and the President 
recognized it last year. I was under the impression that it was the 
fault of Congress last year in not providing funds. Certainly to my 
inind it is not the fault of the administration. 

Senator Dove as. We could go on with this for some time. 

Senator Gotpwarter. I didn’t want the remark to pass. 

Senator Dove as. The work in the Department of Commerce had 
been primarily advice rather than action, sending people into areas 
to offer advice which is not particularly helpful. 

That has not been the solution. It has made publicity. However, 
| will continue in this debate if my colleague wishes. 

Senator Gotpwarer. I agreed with Senator a ne who said this is 
not political. I hope we can keep it that way. I did not want the 
remark to go unchallenged that the administration does not recognize 
it. 

Mr. Fenron. May I say, Mr. Chairman, that we appreciate and 
certainly are very familiar with the attempts of the administration 
to help our distressed areas through the provisions recited by Senator 
Goldwater. We have participated to a certain degree, but in an area 
like mine we have one principal industry—m: inly a one-industry lo- 
cation—and the chances for channeling contracts and tax amortiza- 
tion, and so forth, are very limited. We haven’t the property that can 
be utilized for industry, and that is the thing that I am trying to 
establish in my testimony. Those are the things we need, the tools 
W ” which to work. 

[ could sit here for hours and tell you what our communities have 
done in the way of gathering money themselves—hundreds of thou- 
sands of dollars, in establishing plants, but their funds are limited. 
We haven’t one community in my district that you can call a wealthy 
area. Our funds are very limited and I certainly welcome the op- 
portunity to help our people in any way we can with this bill, or 
along with what the administration may develop. 

Senator Dovetas. Senator Kennedy ? 

Senator Kennepy. No questions. 





DEPRESSED AREAS 


Senator DouGias. Senator Goldwater ! 

Senator Gotpwarer. No further questions. 

Senator Doveias. Thank you very much. 

I see Senator Smith, of Maine. I assume she is accompanying Mr. 
Broggi. If the two of you would care to come forward we would 
welcome any comments you care to make. 

Senator Marcarer Cuase Smiryu. Thank you very much. It is a 
privilege to be here to present my distinguished colleague, and to 
present the man about whom I talked the other morning, Carl Broggi. 


STATEMENT OF CARL J. BROGGI, COMMISSIONER, DEPARTMENT 
OF DEVELOPMENT OF INDUSTRY AND COMMERCE, STATE OF 
MAINE 


Mr. Brogar. Thank you, Senator. 

Senator Douglas, members of the Subcommittee of Labor, my re- 
marks deal with the State of Maine, which I represent. I assume 
similar problems are present all over the country. These deal with the 
State of Maine. 

In spite of the fact that this country is enjoying a buoyant peace- 
time economy, plus the fact that economists predict a continuance 
through 1956, there are “soft spots” that exist. These soft spots or 
depressed areas, are frequently caused or created by circumstances en- 
tirely beyond the control of the people residing in the areas. I cer. 
tainly believe that legislation, such as is contained in this bill, can 
be an important vehicle to minimize or erase the existence of such de 
pressed areas. 

Washington County in the State of Maine is a good example of one 
of these depressed areas. For many years the economy of this county 
has depended to a great degree upon certain seasonable industries. 
The sardine and clam industries are examples of this. The gradual 
disappearance of sardines or herring off the Maine coast has _ pro- 
gressively lessened activity in this industry to the extent that some 
plants have not even opened in the last year or two. 

Senator Doveras. Mr. Broggi, is there any explanation of that? 

Mr. Brocat. The marine biologists cannot agree on that. The same 
is true of the clam industry. There is a gradual lowering of the 
earth’s table. ‘There have been the presence of tropical fish in Maine 
that were never seen before. 

Senator Dovenas. Has the temperature of the ocean been increas- 
ing ¢ 

Mr. Brogar. Decreasing. 

Senator Doveias. The temperature is decreasing ? 

Mr. Broget. I beg your pardon, it is warmer water. There has 
been the presence of these tropical fish and the Japanese crab which 
is an enemy of the soft-shell clam, has been in existence for the last 
couple of seasons. They think that is partly the reason. 

Senator Dovetas. And the sardines? 

Mr. Broger. The canning plants operate when the sardines run. 
In the last 2 or 3 seasons the run on the sardines has been practically 
minimized to the extent where I said in my remarks that some plants 
are not even opened. 

Senator Dovatas. Is it felt the increase in temperature in the ocean 
is adverse to the sardine? 
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Mr. Broget. Yes; marine biologists agree on this. In the case of 
the clams they have tried in the field of marine biology, have tried to 
seed clams, but they don’t seem to last. From time immemorial i 
this county in the State its economy was based on the presence of fades 
natural resources which existed in the water. 

I have advocated as commissioner of the Department of Commerce 
of the State of Maine that inasmuch as these natural resources are 
drying up and practically disappearing, that they must supplement 
their economy with year-round payrolls to take care of the depressed 
conditions created by this drying up of natural resources. 

Senator Doveras. You have probably seen this letter that the As 
sistant Secretary of Labor submitted to the junior Senator from 
Maine, saying that they would not classify Washington County as 
an area of substantial labor sur plus because it has a |: abor force of less 
than 15,000. Do you have any estimates as to the percentage of un 
employment ¢ 

Mr. Brocer. There is no question in my mind but the Washington 
County unemployment figure is well above the limitations as put in 
the bill. I believe 6 percent over a 3-year period and 9 percent over 
3} months. I would guess that the unemployme nt would run between 
12 and 15 percent. I am thoroughly in agreement with Senator 
Payne that I think that the ceiling would have to be lowered, because 
the depressed area in the community, as Senator Payne said, of 2,000 
is just as bad a situation as if it is a city of 100,000, I mention another 
reason for the correction of depressed areas. That is the great 
mergers that are going on in industry. 

The Goodall-s Sanford Textile Co., of Sanford, Maine, is a good 
example. Established in a Maine community for over 80 years this 
textile mill became famous for its great products, which are known 
all over the world. Products such as Palm Beach, Spring-Weave, 
Seamloe Carpets, Velmo Plush, and so forth were and are bywords 
in the field of textile products. This industry, employing 3,500 to 
4,000 in a Maine community, had an 80-year record of good community 
relations, labor relations good, too. There was never a strike in the 
80-year period. The industry did much of a philanthropic nature, 
communitywise. Suddenly, last year Burlington Mills, Inc., the 
largest textile organization in the countr ZB. acquired the majority of 
Goodall-Sanford stock and in a matter of months had moved the entire 
industry out of Sanford, Maine. In a small Maine community of 
15,000 people the loss of its only major industry and 4,000 jobs created 
an exceedingly desperate situation. 

Senator Gotpwarter. Did they stay in New England or move out? 

Mr. Brocer. It is traditionally a South industry. They have 87 
industries in the South. I believe they moved South. The gross 
bill of Burlington is over half a billion. The entire operation was 
incorporated into their southern operation. 

The town of Sanford, Maine, has made a remarkable recovery; as 
of now, new industries have been brought in with projections of almost 
2,000 new jobs. The saving grace of the situation was the existence 
of well- aalaieiond industrial space, plus an energetic desire on the 
part of the community for economic rehabilitation. 

The need for a vehicle such as the Douglas bill is more poignant 


in those communities with no industrial space or antiquated industrial 
space. 
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Major effects of a depressed area: 

Obviously, the major effect of a depressed area is the loss of 
job opportunities. Certain governmental functions such as unem- 
ployment compensation do cushion this to a degree only. This type 
of assistance, however, does not get to the base of the problem. 

Senator Dovetas. Mr. Broggi, I think we have all read articles in 
Pageant and Coronet on Sanford, and the implication which I gather 
from those articles is that Sanford can solve its own problems. Do 
you agree? 

Mr. Broce. They have, sir, because they have the benefit of pretty 
well-maintained space, space that wasn’t too old and space that—I 
wouldn’t say was easy to rent and get new industries into, but at least 
space that was desirable for possible incoming industries. 

Senator Doveias. You have lost 4,000 jobs. How many new jobs 
as of this date have come in to take the place? 

Mr. Brogar. I would say as of now there are seven or eight hundred 
people working, but industries have come into the town when their 
machinery is all set up and are in full production, which would employ 
about 50-percent rehabilitation. 

Senator Doveras. As of this moment you have about one-fifth of 
those displaced employed, and 

Mr. Brocer. About a half. 

Senator Dovenas. And when those industries are fully equipped, 
you will reemploy about half? 

Mr. Broger. That is correct. 

Senator Dovetas. Do you think there is a residual problem ? 

Mr. Brocar. There is no question about it. One of the phases of the 
bill that appealed to me was the fact that possible extension of unem- 
ployment benefits. Even though Sanford’s recovery has been faster 
than par for the course, I believe some of the people’s checks have run 
out at this time. I think that particular phase of the bill is excellent. 

I have mentioned here some of the major effects of depressed areas, 
briefly, the loss of job opportunities, and while unemployment com- 
pensation does cushion this to a degree it does not get to the base of 
the problem. 

Another effect is loss of income to municipalities due to lowered in- 
ventories of retail stores, lowered valuation of real estate property, and 
so forth. This lowered income makes it difficult for towns to maintain 
good health and educational standards at a time when it is needed most. 

I think one of the biggest problems that presents itself is the social 

roblem. In a time like this when the economy is pretty generally 

uoyant oftentimes a father will go off to another community to work. 
His children may be in school, he may have ownership of his home and 
is hoping that rehabilitation can take place so he can come back to the 
locality in which he lives. Oftentimes with the father away there is 
an increase of juvenile delinquency in the family, and with the father 
away during the week normal family life is disrupted. It creates a 
serious social problem. 

Another very bad effect is that many of the skilled workers leave an 
area, or if they insist on living in the area may take nonskilled employ- 
ment. ‘This, of course, is not good when one considers that the popula- 
tion of the free world is considerably less than that of possible enemy. 
The free world cannot afford to lose any of its skills nor can it afford 
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to lose the communities around which these skills have been developed. 
We must make up in quality what we lack in quantity. 

I have not seen the administration proposal relative to this problem, 
but I sincerely believe that the Douglas bill does much to solve the 
problems of the depressed areas, and so forth, because it gets to the 
roots of the problems. It provides funds for capita! facilities and pub- 
lic facilities, which create new jobs for the people in the area. By 
provisions of these funds a depressed area can conduct a program of 
diversification which will preclude to a degree any repetition of the 
problem. 

The governmental procurement phase of the bill, plus the extended 
benefits of unemployment compensation, provide a further cushion in 
the transition period plus the possibility of a more rapid activation of 
the new industries. The industrial mobilization plan of the Depart- 
ment of Defense will benefit by this plan because it will broaden the 
base of supply. 

The vocational training section of this bill will broaden the base of 
existing skills in this country. 

The fast tax write-off benefits of the bill will be an added incentive 
for expanding firms to carefully consider deressed areas. 

The proposed long-term amortization of capital construction will 
enable expansion of many desirable companies which are unable to do 
so under present conditions. 

A real safeguard in the bill is the provision that capital construction 
cannot rob another depressed area or create one. 

As commissioner of the department of development of industry and 
commerce in the State of Maine, I firmly believe that this tyne of 
legislation can be of considerable benefit to several depressed areas in 
the State of Maine. By the same token it should be of value to all of 
the States of this country. 

Senator Doucias. Senator Kennedy ¢ 

Senator Kennepy. How much help have vou received from the pres 
ent program now in effect which has three features: priority procure- 
ment, tax amortization, and a provision for job retraining? Have 
those provisions been of any help to you? 

Mr. Brocet. We have not used them yet. We have used many 
agencies of government, the Employment Security Commission has 
come in and done a job of valuation of our community which lists not 
only the available skills of the community, but projected possible 
transitory types of skills, and that was of tremendous benefit to us. 

Senator Krennepy. As far as defense contracts being pushed into 
this area? 

Mr. Broger. To date not as yet. This all happened in the last 9 or 
10 months, as these firms are gradually getting into the community. 
I believe one of the firms has an appointment in Washington next week 
relative to the possibility of governmental work. 

Senator Kennepy. The section of this bill dealing with loans for 
building of new facilities doesn’t seem to me to be of much help to you, 
if you already have the space available, as you testified in your state- 
ment. ; 

Mr. Brocat. We found this, Senator, that the per capita occupancy 
of the buildings, the activation to date has been much less than it was 
before. Oftentimes in textile operations you might say that people 
work shoulder to shoulder. Some of the types of industries we have 
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brought in have utilized much more space per capita than the previous 
type of industry that was there. As a matter of fact, with about 
50 percent job activation we have used about 70 to 75 percent of the 
space. Of course, the selectivity of space left is not too good. I am 
certain in the case of Sanford they would want to utilize the capital 
features of the bill such as we have. 

Senator Kennepy. How long does your unemployment compen- 
sationrun? Is it 26 weeks? 

Mr. Broger. That is correct. 

Senator Kennepy. What isthe tax ? 

Mr. Broeat. Three percent. 

Senator Kennepy. Do you feel that the section dealing with sup- 
plementary payments by the Federal Government would be helpful / 

Mr. Brocer. 1 certainly do. I believe Sanford’s acquisition has 
been a record one. Still at the present time those who have not been 
fortunate enough to get employed their collection runs out. With 
the community going full steam, and to the very best of their ability, 
it would certainly seem if there could be a further cushioning period 
it would be a great asset. 

Senator Kennepy. Who is handling vocational retraining now, 
retraining the workers ? 

Mr. Brocet. We offer from the community level to a prospective 
manufacturer a training period. The State pays half of the salary 
of the trainer and the community pays the other half of the salary 
of the trainer. The only wrinkle from the Federal standpoint. is 
that the trainer be a certified type of trainer. Generally we have put 
in 1 or 2 programs. We have the person connected with incoming 
industry be the trainer and that is always acceptable. 

Senator Krennepy. Is that program as now in operation adequate ‘ 

Mr. Brocat. It has been quite helpful. Generally we will offer to 
the incoming industry a program of the length which he feels it is 
necessary to adequately train the people. One wrinkle of it that 
creates a problem, of course, if it is the type of industry that pro- 
ductivity of the workers does not make up for the Federal limit of 
wages, they have to pay the Federal minimum for the period, and 
they have a loss of income. Generally, it has worked out all right. 

Senator Kennepy. Thank you. 

Senator Gotpwater. No questions. 

Senator Dovetas. Thank you very much, Mr. Broggi. 

Our next witness is Mr. Paul Dorris, State industrial commissioner, 
Carterville, Hl. Mr. Dorris. 


STATEMENT OF PAUL DORRIS, STATE INDUSTRIAL COMMISSIONER, 
CARTERVILLE, ILL. 


Mr. Dorris. Senator Douglas, members of the committee, after 
listening to the presentations of those who have preceded me, I would 
hke, before going into my prepared statement, to ask permission to 
add to it. Would you rather have it after my presentation, or before 
I go into it ? 

Senator Doveuas. As you prefer. 

Mr. Dorris. I want to concur wholeheartedly with Senator Dirk- 
sen’s statements. We have done quite a bit of preliminary work in 
several of the fields he mentioned, one in the coal pilot plant which 
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[ am sure, Senator Douglas, you are familiar with, also. That pro- 
vram was being spearheaded by a man by the name of Giffen, and 
he had what was cain as the Giffen-Harmon process for breaking 
down coal and producing oil and using the fines to heat low-grade 
ores out of the Mesabi Range for making iron and steel. We were 
getting along very well with this program, but unfortunately Mr. 
Giffen met an untimely death with a heart attack. Since that time 
it seems it has bogged down simply because we do not have anyone 
to spearhead it. 

Another thing we have in southern Illinois that I don’t believe has 
heen mentioned is the Crab Orchard lake area which is under the 
Department of the Interior. During World War II, it was a shell 
loading plant. At the cessation of activities it looked as if it was 
going to be just another one of those war surplus areas that would be 
sold off and closed down. Through legislation, I believe in 1947 Sen 
ator, this area was transfererd to the Department of the Interior. 
Provisions in this legislation set up an industrial area whereby the 
Department would lease present buildings and land to private industry 
and, as I understand it, it is the only division within the Department 
of this type. There is no other operation like it. 

It has been a great asset. We have firms such as Sangamo Electric 
in the area, Diagraph-Bradley, Radionic, Southern Homes, that em- 
ploy a considerable amount of people. We are critical of some of the 
procedures we have to go through to utilize these wonderful facilities. 
They have a rental setup of from 15 to 20 cents per foot a year on 
present buildings. The buildings were built to last 15 years, and you 
can imagine the condition of them now. It is rather expensive to 
remodel and rehabilitate them to make them desirable for factory sites. 

We were able last year to have an area of some 800 acres set aside 
where this land would be leased to private manufacturers, but they 
are asking an annual rate of 2 cents per square foot, and when you 
break it down into acreage that is over $800 per year per acre for land 
that is not worth near that much money. Over a long term lease 
you can readily see what the expense would be. 

I think it might be desirable for this committee to check into that 
and maybe you could give us a little help, because it has stopped some 
relocations. 

The aluminum plant which Senator Dirksen spoke of was the Olin- 
Mathieson Co., and, as I understand it, they have chosen the Ohio 
location. 

I am appearing here, Senator Douglas, in rather a dual capacity, on 
Governor Stratton’s commission, and I am also on the board of South- 
ern Illinois, Inc. I am sure you are well aware of their activities. I 
was one of those chosen on the committee to study your bill. We like 
it. We think it will do a great deal to solve the problems. 

We particularly like the provisions for maybe providing funds for 
local or area organizations, and we feel that Southern Illinois, Inc., is 
one of the leaders in the country in that field, but we certainly have 
budget trouble. 

It was rather amusing, but also pathetic—some time ago we received 
an inquiry from a like organization in Michigan. They submitted 
their annual budget to us and requested a copy of ours. They repre- 
sent about the same number of people—about the same area. Their 
telephone and telegraph bills were more than our entire annual budget, 
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so we hesitated to send ours in. Funds for an organization of this 
kind could do a tremendous amount of good, because it has good 
administration. The men on the board of directors are area leaders. 
It is strictly nonpolitical, strictly nonpartisan, and they are area con 
scious, and all moneys that they would get would certainly be wel! 
spent. 

With those additional thoughts I will be brief in my presentation, 
as it seems it is a duplication of statements that have been made. As 
a member of the Governor’s division on industrial planning and de- 
velopment, I am naturally much concerned over adverse conditions in 
any section of our State. 

On Friday, January 6, you heard a report from a Mr. Goffrey 
Hughes, executive director of Southern Illinois, Inc. He left the 
required copies of his presentation with members of this committee 
end I, therefore, see no reason to include in my presentation a dupli- 
cation of the statistical reports he presented. Mr. Hughes was speak- 
ing for the southernmost 16 counties of the State, and in that area 
much of the territory is classified as a critical labor area because of 
the high rate of unemployment. Governor Stratton is well aware of 
the problems of the area and members of his division of industrial 
planning and development are aware of them. Our division is new; 
we have had only one meeting. Our second meeting is called for 
January 19 in Peoria, Tll., and I would like permission to send to 
this committee copies of the minutes of that meeting. 

Senator Dovetas. We will be very glad to receive them. 

(The information has been retained in the subcommittee files. ) 

Mr. Dorris. As Mr. Hughes stated Friday, the major problem of 
the area has been the loss of employment in the coal mining industry. 
Though the tonnage being produced is near the peak record, the 
number of men employed continues to decline. We cannot be criti- 
cal of the coal! industry for this, since it is due to the mechanization 
of production methods. The number of man-hours required to pro- 
duce a ton of coal is declining at a rapid pace due to improved methods 
of mining. As I see it, this is merely progress and we cannot be 
critical of progressiveness. 

I wish to insert in the record the full concurrence of the Governor's 
division of industrial planning and development on all statements and 
figures presented by Mr. Hughes of Southern Illinois, Inc. My pur- 
29 here before this group is to supplement those statements made 

”y Mr. Hughes, rather than to duplicate. 

As is indicated in his presentation, the people of that entire area 
are putting forth tremendous efforts to help themselves. There are 
some towns which have done a remarkable job. I believe one of 
the outstanding examples would be Herrin, Ill., where the local people 
actually financed the construction of buildings for such firms as Allen 
Industries, the Norge division of Borg-Warner, International Staple 
& Machine Co., and some smaller industries. I believe every com- 
munity would do the same thing if it were financially able. Unfor- 
tunately, this is not the case. 

The people in the southernmost 16 counties of the State are becoming 
more area conscious each day. There is a noticeable feeling of unity, 
a feeling that what will help one town will help its neighbors. The 
combined efforts of local organizations have been able to attract 1,000 
new manufacturing jobs to this area each year since 1946. I think this 
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in itself is worthy of some serious thinking. It indicates the people 
are trying. The unfortunate part of the situation is that, with all 
their efforts and with the local financing available, they are losing 
ground. They are not able to attract additional industries fast 
enough to offset continued losses in employment. The Southern Illi 
nois Taeents is doing a tremendous job in an educational program 
for craftsmen. 

This, too, has been referred to by some of the people who appeared 
on the program ahead of me. It operates a technical institute which 
we believe may someday equal MIT. To my knowledge, it is the 
only university in the country which has a division set up to assist local 
organizations with their economic problems. This is known as area 
services division and has been a tremendous asset. Even with all of 
these factors combined, we are unable to move fast enough. We are 
unable to keep our young people at home. We are unable to use our 
tremendous labor surplus, which is one of the highest in the country. 

We need jobs for 20,000 people. There are several projects which 
are progressing favorably. It is my thinking that the major one is 
the development of the Big Muddy River Basin. A hearing regard- 
ing the eopont canalization of the Big Muddy River and Beaucoup 
Creek will be held by the Corps of Army Engineers on February 21 
in apart Ill. It is hard to anticipate opposition to a project 
of this kind. However, there will be some. There is no need for me 
to take the time of this learned group in pointing out the advantages 
of barge-line transportation. It is a fact that water transportation 
does attract industry. If the canalization of the Big Muddy River 
Basin and its tributaries is approved, this distressed area in southern 


Illinois will be an inland seaport with the completion of the St. Law- 


rence seaway. When this comes to pass I can visualize a strong and 
healthy industrial development which will solve the economic prob- 
lems of the total area. 

It is needless to call to your attention that industry is on the move. 
It is so nope in various news releases daily. It is a known fact 
that it is the mtent of the administration and the Department of De- 
fense to decentralize industries which are vital to the defense of this 
Nation. Abundance of water, barge transportation, and sufficient 
power will attract industry. Those factors make it just good busi- 
ness to locate in such areas. The location of this part of the country 
is very near the center of the Nation’s population. It has good rail- 
roads, good trucklines, good utility companies. Canalization would 
complete the package. We would have ample water, we could pro- 
duce electricity cheaper and I think that any loss which might be 
suffered by railroad and truck companies because of cheaper barge- 
line rates would be far offset by additional traffic gains Sahota of 
increased industrialization and activity. The location of one major 
industry on a canal in that area might well attract a sufficient number 
of subsidiary operations to solve all economic problems. 

These people have repeatedly stressed the fact that they are not 
asking for a dole or handout, but they would appreciate having 
some tools with. which to work to help themselves. In this instance 
that. tool would be financial assistance. When you consider that 
the relief rolls in the southernmost 16 counties of the State of Illinois 
ure in excess of $1 million per month, $12 million per year, it seems 
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just good business for the Federal Government to step in and create 
some industrialization to decrease this tremendous expenditure. 

A reduction in the present relief rolls of 25 percent would be 
approximately $3 million per year. Since we consistently look far 
into the future when we talk of Federal financing I feel it would be 
fair to project « 40-year plan and perhaps submit a hypothetical sug 
gestion. Since water transportation and utilities at attractive rates 
have always been prime factors for industrialization, I fee] that these 
steps should be taken at the earliest date possible. In this case, engi- 
neering figures to date indicate that the complete program of the 
Big Muddy Basin and its tributaries would not cost in excess of 
$60 million. At only 25-percent reduction of present relief rolls that 
would be a saving of $3 million dollars per year, or over a period of 
40 years this is $120 million. 

Gentlemen, if these figures are an actuality, the United States Gov- 
ernment would be doubling its money in 40 years. To me that is just 
sound business, to say nothing of other benefits which might be gained. 
I firmly believe that a program of this type, which would bring into 
being a very substantia] industrial area, would reduce our relief rolls 
up to 75 percent. I have used the 25 percent as a minimum, and it 
still looks good. 

In closing, may I repeat myself and respectfully request a thor- 
ough study of the statements and figures presented by Mr. Hughes, 
of Southern Illinois, Inc., and Dr. Tudor, of Southern Illinois Uni- 
versity, last Friday. A public works program is needed badly, but 
the people do not want just something to give them a temporary job. 
The area leaders want, and I am sure that Governor Stratton would 
lend his wholehearted support to, a sound program that is projected 
for the future growth of the area. 

T thank you for the privilege of appearing before this commmittee 
and sincerely hope that you gentlemen concur with our various pre- 
sentations. Thank you very much. 

Senator Doveras. Thank you. 

Senator Goldwater ? 

Senator Gotewater. No; I haven’t anything, Senator. 

Senator Dovetas. Thank you very much. 

The next witness is Prof. Leo Fishman, College of Commerce, Uni- 
versity of West Virginia. 

Mr. Fishman, we remember with great interest your appearance 
before the Joint Committee on the Economic Report last year, and 
the very able analysis that you gave of the conditions in West Virginia. 
Weare very glad to welcome you back. 


STATEMENT OF LEO FISHMAN, PROFESSOR OF ECONOMICS AND 
FINANCE, WEST VIRGINIA UNIVERSITY 


Mr. Fisuman. Thank you, Senator Douglas. 

In a poll recently conducted by the Associated Press, daily news- 
paper editors rated the revival of coal and West Virginia economy 
the top West Virginia newspaper story of 1955. People in many 
walks of life have been aware of the change which occurred in tne 
course of the year and have been greatly pleased by it. 

For the first time since 1951 the annual employment figures show 
an increase over the preceding year, rather than a decrease. Employ- 
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ment in many different industries and in many different parts of the 
State rose steadily throughout 1955. Thus by November 1955, the 
last month for which statewide data are available, employment figures 
for the major categories of industry in West Virginia were at the 
highest level for the year. Figures on unemployment in the major 
labor market areas of the State also reflect the improvement in eco 
nomic conditions during 1955. 

The employment picture, however, is not really as bright as the 
newspaper stories or a casual perusal of the official statistics seem 
to indicate. Average nonagriculture employment in West Virginia 
during 1955 was only slightly higher than during 1954, and average 
monthly employment during 1954, it should be noted, was the lowest 
since such data were first compiled in 1948. In January 1955, em 
ployment figures for several of the major categories of industry in 
West Virginia were at the lowest level recorded. 

Total nonagriculture employment for January 1955, was at a low 
of 447,200, compared with the high of 557,100 recorded for September 
1948; and elaiennd in coal mining was at a low of 65,500, com 
pared with the high of 138,300 recorded for June 1948. By November 
1955, total nonagricultural employment stood at 489,300—27,800 above 
the corresponding figure for November 1954; employment in manu- 
facturing industries was 138,100—12,000 above the figure for Novem 
ber 1954; employment in nonmanufacturing industries was 351,200- 
15,800 above the figure for November 1954; and employment in coal 
mining was 70,200—4,400 above the figure for November 1954. 

These increases are gratifying, to be sure, but they are actually 
quite modest; and in each category employment is still far below the 
pou level recorded in 1948. The moderate nature of the increases 

comes all the more apparent when they are considered against the 
background of the recordbreaking level of employment achieved in 
the United States as a whele during the year 1955. 

The situation with respect to coal mining is particularly worth 
examining, because the increase in the production of bituminous coal] 
has been so widely noted, and because it is so easy to assume that 
the improvement in production of bituminous coal has been accom 
panied by a corresporiding increase in employment in that industry. 
Employment has increased, it is true, but the increase in employment 
has not kept pace with the increase in production. Thus while pro 
duction of bituminous coal rose from 10.4 million tons in January 
1955, to an estimated 12.5 million tons in November 1955, an increase 
of 20.2 percent, employment during the same period only rose from 
65,500 to 70,200, an increase of 7.2 percent. The highest level of 
employment in bituminous coal mining, as already noted, was 138,300 
in June 1948. Production of bituminous coal at that time was 14.6 
million tons. 

The far lower ratio of employment to production which prevails 
at the present time is, of course, the result of technological improve 
ments and the corresponding increase in productivity per worker. 
As production and sales increase in the bituminous coal industry, and 
as new mines are opened, more and more labor-saving machinery will 
be used, and the ratio of employment to production is likely to fall still 
lower. Thus, while coal production may rise to new high levels, it 
is unlikely that employment in the coal mines of West Virginia will 
ever again approach the peak level of June 1948. 
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One of the disquieting aspects of the change in the figures on em- 
ployment and unemployment which occurred in West Virginia dur- 
ing 1955, is the fact that the recorded increase in employment is 
substantially smaller than the decrease in the official figures on unem- 
ployment would lead one to expect. This discrepancy is in part the 
result of outmigration of unemployed workers to other States where 
they hope to find employment. While migration of this type is gen- 
erally desirable, experience of the recent past indicates that it does’ 
not always lead to a stable long-term improvement in either the 
unemployment problem of West Virginia or the economic situation of 
the workers directly concerned. In most cases, workers go to neigh- 
boring States where employment prospects appear more favorable. 
Since many such workers still have their roots in West Virginia—in 
fact, the men often leave their wives and children at home while they 
find temporary jobs and temporary quarters elsewhere, the loss of a 
job, inadequate earnings, illness, or homesickness are likely to cause 
them to return to West Virginia before very long. 

Outmigration, however, is probably not the only factor responsi 
ble for the discrepancy between the figures on employment and those 
on unemployment. The officials concerned with collecting and ana 
lyzing unemployment figures in West Virginia have reluctantly come 
to the conclusion that these figures probably do not furnish an ade 
quate measure of unemployment in the State at the present time, since 
the West Virginia State Department of Employment Security is un 
able to keep accurate records of changes in the employment status of 
older workers or of miners who have exhausted their unemployment 
benefits. Jobs are seldom available to them at the local offices of the 
employment service, so these workers do not maintain contact with 
their local office. Actual unemployment in West Virginia is, there- 
fore, probably somewhat higher than the official figures for the State 
indicate. 

Another disturbing feature of the employment situation in Wes! 
Virginia is the fact that while the improvement which occurred dur 
ing 1955 affected many parts of the State and many industries, some 
areas are still faced with an unemployment problem of seriou 
magnitude. 

Along the Ohio Valley, for example, the area around Point Pleas 
ant which includes 3 counties in West Virginia and 2 in Ohio, has a 
total labor force of 33,000 workers, 6.9 percent of whom were unem- 
ployed during October 1955. Even here, however, the picture had 
improved in the course of the year, 9.2 percent of the labor force was 
unemployed last February, and further improvement may occur dur- 
ing 1956 in view of the industrial expansion which is expected to 
continue along the Ohio Valley. 

In other areas, however, the prospects are not as favorable. In the 
Fairmont area, in the north central region of the State, 9.3 percent 
of the labor force was unemployed in October 1955. In southern 
West Virginia unemployment also continues to be an acute problem 
in each one of the six important labor market areas situated there, 
despite the improvement which has occurred during the past year. 
In Charleston unemployment amounts to 9.5 percent of the labor 
force; in Ronceverte-White Sulphur Springs, 7.2 percent; in Logan. 
7.5 percent; in Beckley, 11.0 percent; in Bluefield, 7.9 percent, and in 
Welch, 13.5 percent. 
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Further expansion in coal mining is anticipated in these areas, and 
if it occurs employment opportunities will increase, but the increase 
is not likely to be large enough to eliminate unemployment or to 
reduce it to negligible proportions. Nor does it seem likely that 
other industrial developments will furnish adequate employment 
opportunities for the jobless workers. Unemployment also continues 
to be a serious problem in several sections of West Virginia which are 
not part of any so-called labor market area. By way of example, 
Barbour County in central West Virginia, may be cited. 

Senator Dove.as. Senator Kennedy ¢ 

Senator Kennepy. What is you opinion of the various provisions 
of this bill? How do you believe they will assist the problems you are 
talking about as related to the coal industry? Which particular parts 
of the bill do you think would be especially helpful? 

Mr. Fisuman. I think the parts of the bill which would induce in- 
dustrial establishments to locate plants in West Virginia would be 
helpful. I think the parts which are designed to facilitate the out- 
ward migration of surplus workers would also be helpful. 

Senator Kennepy. Have they had much success with job-retraining 
programs now in effect ? 

Mr. Fisuman. I regret to say that I have no knowledge of the 
status of those programs in West Virginia. 

Senator Kennepy. Thank you. 

Senator Doveras. Thank you very much, Mr. Fishman. 

We are very happy to have with us the mayor of Woonsocket, R. I., 
who has taken time out of what I am sure is a very busy life to come 
down here and testify before us. 

Mayor Coleman, we are very glad, indeed, to have you. 


STATEMENT OF HON. KEVIN F. COLEMAN, MAYOR OF 
WOONSOCKET, R. I. 


Mr. Coreman. Thank you, Senator. 
Mr. Chairman, Senator Kennedy, ry I first express the apprecia- 
1 


tion of the municipal government of the city of Woonsocket, R. L., 
for the opportunity to*be heard on Senate bill 2663, pertaining to 
problems of economically depressed areas. Woonsocket, with a popu- 
lation of 50,211, 1950 census, is located 15 miles north of Providence, 
capital city of our State. Lying on the Massachusetts border, it is 
37 miles west of Boston and 27 miles south of Worcester, Mass. 

Our community has suffered from widespread unemployment over 
a period of many years. The reason is known to all of us. Woon- 
socket is dependent upon the textile industry. That industry has 
been sick for a long time; so has Woonsocket. Like other northern 
textile centers, Woonsocket has had many of its firms either liquidate 
or move to other sections of our country. 

The citizens of Woonsocket, in recent years, have succeeded in 
doing something about the sickness of their city. We feel that Sen- 
ate bill 2663 would provide the means of complete recovery. With the 
continuing efforts of the local citizenry plus the assistance offered in 
your Pregaaes legislation, this recovery could be of a permanent 


nature. Enough of that for a moment and more of the Woonsocket 
problems. 
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Rather than speak in general terms, we shall present specific cases to 
the extent possible. Since 1952 there have been a minimum of 14 
textiles firms in the Woonsocket area that have liquidated or moved 
elsewhere. Approximately 4,500 persons were employed by these com- 
panies. In the same period 7 new companies have been established in 
our area and these employ approximately 1,800 persons. ‘These statis- 
tics have been obtained through the cooperation of the Woonsocket 
Chamber of Commerce, and they do not include some few smaller 
companies that have gone out of business and others that have been 
established. In addition to the thousands of workers who were dis- 
placed for the reasons stated above, countless others became the vic- 
tims of technological changes while still others were laid off because 
of increased workloads. 

What effect did this have upon the community? Actually, the im- 
pact upon local economy was tremendous. 

Unable to find work, thousands of people applied for and received 
unemployment compensation benefits. On February 12, 1954, Thomas 
H. Bride, director, Department of Employment Security, State 
of Rhode Island, at my request issued a report on the labor force, un- 
employment and benefit claims in major Rhode Island communities as 
of February 6, 1954. That report disclosed that the Woonsocket area, 
with an estimated labor force of 28,000, was suffering a 32-percent 
unemployment. Yes, gentlemen, it was estimated that 9,000 were out 
of work. A quotation from Mr. Bride’s report follows: 

It is doubtful that there is any other single area in the country at present 
with as high an unemployment rate as Woonsocket, or falls more readily into 
the classification of distressed areas. 

On June 15, 1955, Mr. Bride reported that the situation had im- 
proved considerably. At that time it was established that there were 
5,000 unemployed, or about 18 percent. We do not have copies of 
these reports with us, but if desired we would be happy to forward any 
desired number. 

Senator Dovueias. Mayor Coleman, have you any estimates as to the 
number of unemployed in this area today? Has there been much 
improvement since June? 

Mr. Coteman. No, Senator; there hasn’t. I would say that the 
figure remains between four and five thousand. 


Senator Doveras. So it would be roughly between 15 and 16 per- 
cent ¢ 


Mr. Coteman. Yes, sir. 
Senator Doveras. Does the Woonsocket area include Pawtucket, 
too? 

Mr. Coteman. No, sir. The Woonsocket area as defined in the re- 
port of Mr. Bride would include the city of Woonsocket, plus a few 
of the suburban towns, Smithfield, Lincoln, and Cumberland, and 
perhaps Burroughville. 

Senator Doveias. The unemployment is high in Pawtucket, too, 
and in Providence ¢ 

Mr. Coteman. Yes, sir; but not as chronic as in Woonsocket. Un- 
fortunately, it seems to me that any time any reference is made to the 
State of Rhode Island it always is in terms of Providence, and Woor- 
socket, I believe, is normally included in that general thought. 


Senator Doveras. Are the conditions in Woonsocket worse than 
in Providence ? 
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Mr. CotemMan. Yes, sir. 

Effect No. 2: Upon exhausting unemployment compensation bene- 
fits, hundreds of persons were compelled to turn to general public 
assistance. Locally, we witnessed an ever-increasing number of ap- 
plicants for public relief. The present municipal administration first 
assumed office on January 5, 1953. Six months later, at the begin- 
ning of our first full fiscal year, and for the week ending July 9, 1953, 
there were 896 persons receiving public assistance and $10,051.21 was 
disbursed that week to these people. Since then a high point was 
reached during the week ending ielceker 25, 1954, when $17,679.10 
was disbursed to 336 families with 1,501 persons plus 403 individuals 
for a total of 1,904 men, women, and children. This situation also 
has improved, but it continues to be a very serious problem. The 
most recent week, that ending December 29, 1955, saw $9,633.66 dis- 
bursed to 947 persons. 

Now, you gentlemen probably dislike statistics as much as I, but I 
feel compelled to use them to present our story properly. During the 
tiseal year which ended on June 30, 1955, the city of Woonsocket 
expended, for all purposes, the sum of $4,533,127. Of this amount, 
$802,559 went for general public assistance. This is 17.7 percent of 
the entire expenditure. 

These figures become more alarming when one realizes that. general 
public assistance is but one form of public relief. In Rhode Island 
there are five other categories in addition toGPA. They are old-age 
assistance, aid to dependent children, aid to the blind, aid to the dis- 
abled, and soldier’s welfare. The local government shares the cost 
of general public assistance alone, the other categories being sup- 
ported in full by Federal and State moneys. 

Lest I be misunderstood, the figures for general public assistance 
represent gross expenditures, and the city of Woonsocket was reim- 
bursed with State and Federal funds for approximately 70 percent 
of the total. However, this does not detract from an alarming picture. 

Effect No. 3: The demands placed upon the municipal Department 
of Public Welfare have been so great that it has become necessary to 
reduce spending in other municipal agencies. The department of 
public works and public safety bear the brunt of these reductions. 
Equipment necessary for efficient operation is beyond reach for lack 
of dollars. Fire ladder trucks built in the 1920’s, which belong in a 
museum, still respond to fires in Woonsocket. Our alarm system has 
been neglected for too long. We have not constructed a new fire sta- 
tion in 26 years. The National Board of Fire Underwriters has 
recommended the abandonment of two of our present fire houses as 
soon as we build a new one. Soldiers marched off to the Civil War 
from one of the two slated for abandonment. It is still in use. 

For lack of revenue, public works functions are hindered. It be- 
comes necessary to defer the extension of water mains, sanitary and 
storm sewer lines among countless other projects. This is hardly 
conducive to large scale construction of new residential dwellings. 

Effect No. 4: The loss of industry has been felt in still another 
municipal office which in turn affects all municipal offices. I speak 
of the tax division, within the department of finance. In Rhode 
Island, the local communities are dependent, in large measure, upon 
the real and personal property taxes for their revenue. When a 
manufacturing plant goes out of business it means a reduction in our 
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tax base unless that loss is offset by new construction or new industry. 
Permit me to state briefly the story of the 14 industries which were 
lost since 1952, and the 7 which have been gained. 

The 14 had machinery, equipment, and inventories which reached 
an approximate value of $5,250,000. The 7 new plants will be taxed 
on approximately $750,000 of personal property. This is an estimate 
in part because 1 of the 7 is not in operation yet and 3 others were 
seriously hurt in the flood of last August 19. Now, this represents 
a loss of $4,500,000 from our assessment rolls. Unfortunately, it is 
quite ar to render a fair picture of comparison of our assess- 
ment roll before and after a given date. The reason is that we en- 
gaged an independent firm to revalue all ratable property in the 
community in 1954. Their findings resulted in an increase in the 
overall assessment and a decrease in the tax rate. 

Effect No. 5: Chronic unemployment with resulting high relief 
costs spells a deferment of urgently needed capital improvements in 
the important fields which come within the scope of municipal man- 
agement. Woonsocket has not constructed a new school in 17 years. 
We have 18 public schools in our community, including 1 junior high 
school and 1 senior high school. Many of them were constructed 
prior to 1900. The institute of field studies of Columbia University 
states that we need a minimum program requiring the expenditure 
of $4 million. Woonsocket’s present water supply 1s inadequate, and 
we have no water-treatment facilities. Although our city has a 
sewage-treatment plant, it is inadequate. As a result we are con- 
tributing to the pollution of the Blackstone River which flows through 
the city. We still have an open sore in our midst in the form of a 
city dump. The firm of Metcalf & Eddy, consulting engineers of 
Boston, have recommended that certain procedures followed to 
resolve these problems in the field of sanitation. The cost is estimated 
at $7 million. Another consultant has examined our highway needs 
and came up with a recommended program which calls for an outlay 
of $3 million. 

There are other needs, but is there any point in elaborating further 

Recently Woonsocket sustained another serious blow, the flood of 
August 19, 1955. This disaster inflicted millions of dollars of damage 
upon industry, business, and the municipality. It is estimated at the 
present that flood rehabilitation and repair costs will approximate 
$2 million. 

I might add that that $2 million is to the community itself, the 
municipal government. 

Congress have authorized one flood-control project in our city, the 
local costs of which are estimated at $1 million. Of this, the State of 
Rhode Island has agreed to pay one-half. We are striving for ap- 
proval of another flood project which would afford protection to 
section of our city that was devastated last August. At the present 
no project has been authorized for this portion of the community. 

These flood costs must be met and the only way that Woonsocket 
can finance them is through the issuance of bonds. This means a 
longer deferral of those badly needed capital improvements. 

At the outset, I stated that Woonsocket’s citizens had taken action 
to resolve these serious problems. After years of apathy the citizens 
drove from office a group of public officials that had mismanaged 
municipal affairs for too long. You gentlemen know the story because 
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it has been told so often of so many communities throughout the 
Nation. These aroused citizens voted to revise an archaic city charter 
one which dated back to 1888, A new charter was approved an 
became effective April 30, 1953. A unicameral city council replaced 
the old bicameral council. The mayor was given real authority. 

An industrial development commission was named in December 
1953. Out of this came a voluntary fund-raising drive which would 
give the commission members capital with which to work. Over 
$400,000 was pledged. Factory workers and store clerks participated 
through the medium of payroll deductions. 

Yes, gentlemen, Woonsocket has started on the road to recovery 
but it is a long and difficult journey. Up to this point the Industrial 
Development Foundation of Greater Woonsocket has not been able to 
offset job losses sustained as a result of factory closings. But how 
much more difficult our lot might be were it not for the efforts of 
these civie-minded citizens. It is imperative that this foundation 
continue but its financial resources are limited. Your bill would 
provide the means which would enable them to pursue the new industry 
which we so badly need. 

Your bill could be of great assistance to communities like our own 
by making capital improvements possible. 

We can and will do much on our own. With the help of the Federal 
Government we could do more in a shorter period of time. 

Thank you. 

Senator Dovetas. Thank you very much. 

Mr. Coreman. I have been requested to add an excerpt from the 
annual message of Gov. Dennis J. Roberts of the State of Rhode Island, 


which was delivered pee the opening of the January session of our 


general assembly, and I quote: 


I urge you to memorialize Congress to adopt legislation which would give mean- 
ing to the Federal Full Employment Act which would provide for labor-surplus 
areas, loans at reasonable terms, to finance much-needed construction and recon- 
struction of industrial facilities which would guarantee a Federal procurement 
policy, which would give these areas their fair share of Federal purchases and 
which would make available funds for essential public construction. Anything 
short of such a program is mere lip service to the principles of full employment. 


I would like to present that for the record, Senator, along with a 
copy of the resolution which was adopted by the general assembly 
carrying out the Governor’s wishes. 

Senator Dovetas. Thank you very much, Mayor Coleman. 

(The resolution referred to follows :) 


MEMORIALIZING THE CONGRESS OF THE UNITED Srates To Fact L&GIsLaTIon 
PROVIDING EFFECTIVE AID TO LABOR-SURPLUS AREAS 


Whereas the Congress of the United States, in 1946, enacted a Full Employ- 
ment Act, enunciating the principle that full employment is a national respon- 
sibility: and 

Whereas any surplus-labor area which has a hard core of unemployment is 
entitled to relief; and 

Whersas Rhode Island is such an area containing a skilled and well-equipped 
labor force: and 

Whereas it is vital to the economy of the country that implementation be 
given to the principle of full employment by providing for the use of such a 
labor force; and 

Whereas the Rhode Island contribution to the income of the Federal Gov- 
ernment is disproportionately greater than any Federal benefits which it re- 
ceives: Now, therefore, be it 
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Resolved, That the General Assembly of the State of Rhode Island and Provi- 
dence Plantations hereby urges the Congress of the United States to enact 
legislation which would give meaning to the Full Employment Act by providing 
loans for labor-surplus areas to finance much needed construction and recon- 
struction of industrial facilities, guaranteeing a Federal procurement policy 
assuring labor-surplus areas their fair share of Federal purchases, making 
funds available for essential public construction, and providing suitable training 
for the unemployed; and be it further 

Resolved, That the Senators and Representatives from Rhode Island in said 
Congress be, and they are hereby earnestly requested to use their concerted 
effort to bring about the enactment of such legislation; and be it further 

Resolved, That the secretary of state be, and he is hereby authorized and 
directed to transmit to the Senators and Representatives from Rhode Island in 
the Congress of the United States duly certified copies of this resolution. 

Senator Dove.as. The final witness this morning is Mr. William 
J. Farrell, executive director of the Industrial Development Founda- 
tion of Greater Woonsocket, about which Mayor Coleman has spoken. 


Mr. Farrell. 


STATEMENT OF WILLIAM J. FARRELL, EXECUTIVE DIRECTOR, 
INDUSTRIAL DEVELOPMENT FOUNDATION OF GREATER WOON- 
SOCKET, WOONSOCKET, R. I. 


Mr. Farrevt. Mr. Chairman, I appreciate the opportunity to be 
heard on this very important subject matter, and I hope that you 
will find my testimony truly complementing that of Mayor Coleman 
and not to too great an extent repetitious. 

I am the paid executive director of the industrial development 
foundation to which the mayor referred. 

In Woonsocket, upon coming there some 10 months ago, I found 
an isolated small metropolitan area of some 125,000 population with 
50,000 of this crowded into 8.8 square miles of the city itself. The 
population of the city has not increased substantially in the past 
10 years, so it is not surprising to find that there has been no new 
industrial construction during this same period. 

The number of industrial plants operating in Woonsocket approxi- 
mates 118. Of these, 79 are engaged in some phase of textile manu- 
facturing. Of the 11,225 persons employed in industrial activity, 
70 percent are in the textiles. There would seem to be no need on 
my part to repeat to you gentlemen the problems that come with 
this concentration of and dependence upon one type of industry. The 
more so when this sibdabinse) industry is textiles because of seasonal 
and other fluctuation factors which are always related. 

All the reasons for diversifying industry are present in Woon- 
socket. The situation cries out for the introduction into the area 
of new industries that are in the growth category elsewhere in the 
country. Industries that provide steady and permanent healthful 
work in an atmosphere to encourage acceptance of responsibility 
for community progress are what would help in Woonsocket. 

Mayor Coleman and far-sighted citizens recognized the problem 
and 2 years ago an industrial development commission was formed. 
This progressive group, acknowledging that it had no expert. know!- 
edge, traveled to other cities and studied methods employed elsewhere 
to combat industrial stagnation. Out of their investigations came 
the need for a drive to provide operating funds and the establishment 
of a nonprofit, nonpolitical organization to sell Woonsocket to in- 
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dustry. Next came the recognition that, although the city had many 
substantial factory buildings in good condition for sale or for lease 
there were not the type that would work the transformation so sorely 
needed. Else why should this changeover not have been taking place 
over the years ¢ 

Senator Doveias. Are these mill buildings of the old type, 3, 4, 
5-story buildings ¢ 

Mr. Farreni. Yes. 

Senator Doueuas. They are not the modern one-story buildings? 

Mr. Farrevt. No, sir. It is significant those we have been successful 
in filling up with the other oom have all been essentially one- 
story plants even among the old existing factories. 

Further self-study convinced the trustees of the foundation, the 
organization that developed from the mayor’s original commission, 
that even in New England Woonsocket suffers because of geographi- 
cal location. Despite proximity to all of New England’s largest 
cities, it could never hope to supplant Boston as the distribution cen- 
ter for New England. And it could never hope for direct and imme- 
diate access to highways south or west. 

Yet the city has a very valuable asset in its skilled work force, con- 
ditioned to industrial employment. To overcome geographical dis- 
advantages to put these people to work some unusual inducement was 
recognized as necessary. It means so much to industry to have avail- 
able an already existing new modern facility, that this was conceived 
as the means of attracting industry to Woonsocket. New buildings, 
completely financed, with no work on the part of the industrialist but 
to turn the key in the door, is what is needed to vitalize Woonsocket. 

The moneys raised by the people to help themselves cannot alone 
accomplish the removal of this community ens the list of chronically 
depressed areas. $400,000 was pledged. After costs of acquiring 
suitable land, preparing the site, administering the program, a 
financing the initial building are deducted, not enough money will 
remain for continuing the program for the span of years required to 
insure a steadily improving economic situation for Woonsocket. To 
achieve this continuity over a span of years calls for conservation of 
the funds of the foundation. 

In Rhode Island there functions a development credit corporation 
known as the Business Development Company of Rhode Island. Its 
resources are pledged by 13 financial institution members and it now 
has on call some $1,657,000. It has supplied second-mortgage financ- 
ing for some of the former textile mills which the foundation has 
been instrumental in converting to diverse uses. Incidentally, these 
activities have resulted in the creation or the saving of some 760 jobs 
for Woonsocket. The Business Development Co. has also agreed to 
supply all the capital and, if necessary, to continue as the owner of a 
new 1-story 40,000 square-foot building to be constructed in a so-called 
industrial park owned by the Industrial Development Foundation of 
Greater Woonsocket. And this, even though we have no present 
occupant for the building. 

Referring to the fact that the Business Development Co. is going 
to put up the initial building, we are going to be faced with the prob- 
lem of financial resources for carrying on this program of self-help. 
The commercial banks who have provided the first mortgage money 
in the transactions to date are also the member institutions in the 
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development credit corporation. It is pretty plain that for the steady 
long pull we are going to have to find a source of second mortgage 
funds. In fact, our organization right now is searching for financing 
for a speculative building which we are committed to build to comple- 
ment that of the Business Development Company of Rhode Island. 

Plainly, if we are to lift ourselves out of the chronically economically 
depressed classification for good we need the availability of Federal 
funds for financing new construction. If, as this bill of Senator 
Douglas proposes, two-thirds of the cost of construction were avail- 
able on loans for terms up to 40 years it would be possible to really 
put a substantial dent in the unemployment problem in Woonsocket. 
The attractiveness of existing new and available structures, for in- 
dustry on the move, is no myth. It is an established and proven fact. 
Private industrial developers first demonstrated its worth. The 
point is, however, that private financial resources cannot provide for 
the sustained building program required to correct chronic unem- 
ployment in any given area. 

Nor will they participate in this speculative building program with- 
out tenants or occupants which may be required to continue this 
program in Woonsocket. 

The problem generally is one of such importance as to warrant the 
establishment of a single agency to coordinate all the Federal assist- 
ance available to localities in economic distress. This need would 
seem to be borne out by the fact that, despite the existence and avail- 
ability of some of these needed services in the administrative organi- 
zation of the Federal Government, these have not been availed of by 
depressed communities and their depression continued chronic. 

To be worthy of Federal assistance, indeed to justify the expendi- 
tures of Federal funds, a community should have demonstrated cer- 
tain measures of self-help. In our community, gentlemen, we have 
already accomplished city charter reform government and it is func- 
tioning with honesty and economy. We have established a city plan- 
ning board and we are taking advantage of services provided by the 
State of Rhode Island for the study of a master plan for the com- 
munity to qualify for development and redevelopment under the Fed- 
eral Housing Act of 1954. We are contemplating bond issues for 
improving community services to the extent that flood rehabilitation 
costs may permit. We do have a privately financed industrial de- 
velopment organization to sell the city abroad and direct the con- 
struction of new facilities. 

Although classified a labor surplus area, Woonsocket is far from 
depressed in the broad sense of the term. It would welcome the lift 
which the terms of this bill offer. Right now the Industrial Develop- 
ment Foundation is actively pursuing the matter of suitable training 
and retraining of the unemployed. It seeks to coordinate Federal 
assistance with vocational facilities soon to be provided by the State 
of Rhode Island. It acknowledges the merit to providing unemploy- 
ment insurance benefits beyond normal expiration periods to workers 
undergoing retraining. It appreciates the additional attraction to 
industrialists, if locating in an area of chronic labor surplus may mean 
accelerated depreciation for new plants and plant expansion. We 
want preferential treatment in these matters and in the matter of 
governmental procurement to be on the basis not alone of contribution 
to defense but also on the basis of contribution to local employment. 
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In our own little way and with our own limited resources we are 
working for expanded opportunities for our established employers. 

We urge the adoption of the proposed bill S. 2663 to coordinate all 
of these Federal services under a separate administration with a 
single administrator. Except for expressing a strong opinion that, 
where local committees are already in existence they should be the 
organization to work with the administrator in lieu of any group he 
might appoint, we say let’s get on with this legislation. The problem 
certainly has Federal ramifications. In some instances chronic re- 
gional unemployment is the result of national policies adopted for 
the national common good and the solving of the problem cannot help 
but work to the advantage of the Nation at large. 

Senator Doveias. Thank you very much, Mr. Farrell. 

Senator Kennedy, this is in your bailiwick. Do you have any 
questions ¢ 

Senator Kennepy. No. I think, as pointed out by Mr. Farrell, that 
it is important to have such funds available, and that if such funds 
were available it would make a real dent in unemployment. 

What about the Small Business Administration? Have they been 
of any assistance to you? 

Mr. Farre.y. They have no present setup for assisting substantially 
in financing of new construction, particularly on a speculative basis. 
If they would adopt a more Hberal noliey with regard to the position 


that they might take in the loan structure, such as agreeing to take 
even third position behind whatever participation local banks might 
contribute, or the State development credit corporation, and also 
possibly liberalize their terms to the point of deferring principal pay- 


ments for a certain period of the term of amortization in order to 
interest and encourage new industries to locate in the area, it would 
be of substantial assistance to the program. 

Senator Kennepy. I think you and Lawrence have been hit harder 
by this problem than other cities in the country. 

Mr. Farretu. Yes, sir. 

Senator Doveras. This completes the list of witnesses. There 
will be another scheduled meeting of the subcommittee on January 
23d to consider primarily the problems of Michigan and Minnesota. 

(Whereupon, at 12:25 p. m., the committee adjourned.) 
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MONDAY, JANUARY 23, 1956 


Untrep Srares Senate, 
ScuBCOMMITTEE ON LABOR OF THE 
ComMitrre oN Lanor AND Pusiic WELFARE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room P-63, United 
States Capitol, Senator Paul H. Douglas (chairman of the subcom- 
mittee) presiding. 

Present: Senators Douglas, Neely, and Kennedy. 

Also present: Stewart E. McClure, staff director; Roy E. James, 
minority staff director; John S. Forsythe, genera] counsel to the com- 
mittee; Frank V. Cantwell and Michael J. Bernstein, professional staff 
members, and James J. McTigue, consultant. 

Senator Dove as. Ten o’clock having arrived, the committee will 
come to order. 

We are very happy to have Senator McNamara, of Michigan, and 
Gov. G. Mennen Williams with us and if they will step forward, 
Senator McNamara may make an introductory statement, if you will, 
please, Senator. 

Senator McNamara. Mr. Chairman, it is my pleasure to present 
to this committee a distinguished American who, I am sure, needs 
no introduction. He is very much interested in the subject that is 
before your committee. 

He is better qualified than anybody in our State to talk on this 
subject, you may be sure. So, I have the honor of presenting to you 
my friend, serving his fifth term as Governor of the State of Michigan, 
the Honorable G. Mennen Williams. 

Senator Dove.as. Governor Williams, we are very glad to have 
you here. 

Before you begin to testify, may I say that neither Senator Purtell 
nor Senator Goldwater will be able to be here this morning. They 
wanted to be here, but circumstances made it impossible for them 
to come. 

Senator Neety. The committee should be congratulated upon hav- 
ing for a witness this morning, Governor Williams, one of the best 
and most popular chief executives in the United States. 

Senator Dovetas. To that the chairman says “Amen.” 


STATEMENT OF HON. G. MENNEN WILLIAMS, GOVERNOR OF THE 
STATE OF MICHIGAN 


Governor Wiii1aMs. Senator Douglas, Senator Neely, and Senator 
Kennedy, it is certainly a tremendous honor to appear before this 
body and to be introduced by Michigan’s very popular Senator. As 
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you recognize by his name, he has a little of that Irish in him, and a 
little exaggeration is permitted. However, I think the record had 
better stand corrected that I am in my fourth term, not my fifth. 
Maybe he is promoting my next election for me. 

In any event, I am very grateful to him and to all of you for the 
privilege of testifying here. 

Let me say, as my prepared testimony indicates, that I believe that 
wre have a very serious matter before you. And I highly congratu- 

ate this committee for taking up this matter, because certainly it is 
one which concerns these United States very much. 

I will proceed to read my statement, Mr. Chairman. 

My name is G. Mennen Williams. I am the Governor of the State 
of Michigan, one of the largest of our industrial States. Currently 
there are 2,854,000 men and women employed in our State. The 
monthly average for last year was 2,813,000. The percentage of 
unemployed last month was 3.1 percent. 

And as Senator Douglas knows after having written several hooks 
on that, that is a fairly good percentage of employment. It has been 
a good year. Weare happy that it has been. Nevertheless, even now 
with all of our industries running at top capacity we have one tempo- 
rarily severely distressed area and one chronically distressed area. 
Moreover, over the years the State of Michigan has suffered its fair 
share of the distress which at different times comes to all areas. As the 
Governor of the State for the past 7 years, I am not without some ex- 
perience in distress conditions. 

Before discussing either this experience or anything else, however 
Mr. Chairman, I should like to take this moment again to commend 
you and your committee most highly for your insight into a very real 


problem and for the great courage with which you are endeavoring 
to do something about it. 

The matter of distressed areas into which you are inquiring has 
been a matter of very great concern, I am sure, to the governors of all 
of our States, especially in those two-thirds of the States where the 
people have been plunged into great difficulties because of their in- 


ability, unaided, to make the necessary adjustments to economic dis- 
locations, as, for example, in the textile and coal-mining industries, 
with which I am sure two of you gentlemen are acquainted, and I am 
sure one of you is acquainted with the textile industry. 

I fully agree with Senator Douglas that this is not the kind of 
problem which the Nation can afford to sweep under the rug. I 
should like to repeat, Mr. Chairman, that it would be difficult to 
commend you and this committee too highly for the work you here 
and now are doing. 

As for our experience in the State of Michigan, on which I have 
been given to understand you want some elaboration, I should perhaps 
break it down into the two categories of distress with which I under- 
stand the proposed bill is concerned. These two, of course, are tem- 
porary and chronic distress. 

In the first categories our experience in the town of Cheboygan, 
as well as some of our other communities back in 1949, might be 
viewed with interest. Our experience in Cheboygan and those other 
communities goes right to one of the main, and in my opinion one 
of the most commendable, provisions of the bill you have before you. 





AREA REDEVELOPMENT 231 


This is the provision under which you seek primarily to aid the 
citizens and businesses in the distressed areas to help themselves, or, 
as several magazines have stated in our own case, lift themselves up 
by their bootstraps. 

In this connection, Mr. Chairman, I have had copies made of an 
article which appeared in Nation’s Business for September 1950, and 
I ask leave that these may be attached to the statement I make here 
today. 


Senator Dovetas. That will be done. at 
(The article entitled “The Bootstraps of Michigan” is as follows :) 


{From Nation's Business, September 1950] 
THE BoorsrRaps oF MICHIGAN 
(By Holmes Alexander ) 


Helping communities to help themselves is the way the State's 
unemployment plan works, 


Things were rough all over last year for the town of Cheboygan, Mich , some 
300 miles north of Detroit. Six of the eight war-boom factories already had 
closed, and the others were down to a trifling employment of 95 workers. That 
left three industrial standbys which for years had supplied the community with 
jobs and spending money. 

Then in late November everything went from bad to worse. The old standbys 
began to come apart. L. B. Lund & Sons, the machine shop, shut down and went 
into receivership. The Paper Corporation of America suspended operation, 
The Great Lakes Garment Manufacturing Co. was running at less than 35 per- 
cent of normal capacity. With the harsh northern winter closing in and fully 
half the town’s labor force out of work, Mayor A. A. Sangster wrote a despera- 
tion letter to the Governor’s full employment committee. 

The letter reached an iron-gray, hawk-visaged man named Harry C. Markle, 
chairman of the full employment committee in Detroit. Within a week Che- 
boygan was quietly visited by a three-member team of experts from Markle’s 
oftice. They went into stores, factories, schools, banks, libraries, and private 
homes. In another 2 weeks they had prepared a confidential report on Cheboy- 
gan’s industrial history, going back some 50 years. 

Markle read it over and then dispatched his ace troubleshooter, O. K. Fjectland, 
to meet with the mayor and a group of local business and labor leaders. 

Fjetiand, a large bluff-spoken Iowa Swede, told them, in effect, that Cheboy- 
gan was dying of civic apathy. There was nothing new about the flight of 
industry from their town. It couldn’t be blamed on postwar readjustment, for 
the trend had started long ago. In the 20 years prior to the war, population of 
Cheboygan County had dropped from 17,000 to 13,000 by voluntary migration, 
largely because Cheboygan did little to keep its local industries and even less to 
entice new ones. 

The survey also indicated that about one-third of the present citizens went 
out of town to shop, to bank, to invest. And no wonder. The streets were pot- 
holed, store fronts needed painting, the local banks were nothing but cold-stor- 
age vaults for sterile capital. As a summer resort and a retirement spot for 
overage Detroit policemen, Cheboygan probably would continue to exist—thanks 
to its salubrious climate and its beautiful Lake Huron front. 

But as a self-sustaining industrial center, blessed with many potential advan- 
tages, the town was a goner unless its inhabitants woke up. 

“You appear to have three choices,” said Fjetiand in summary. “You can 
increase taxes and expand the relief program; you can make arrangements to 
siphon off the working population; or you can pull yourselves together and 
organize new industrial opportunities.” 

This was strong medicine, but not entirely unexpected. Markle had warned 
the mayor in advance not to expect much in the way of State aid, saying: “Our 
basic approach * * * is to help communities to help themselves.” 

Throughout Michigan this do-it-yourself policy was—and is—being applied to 
job-shy communities, and with success. Operation Bootstrap is what Michigan 
calls its antiunemployment program. ; 
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Shortly before the Cheboygan episode Gov. G. Mennen (Soapy) Williams had 
sounded the keynote. At Iron Mountain where a group of civic leaders were 
asking for State relief funds, the 38-year-old Governor said : 

“Now look, I don’t want to be tough about this. But the State isn’t going 
to help you unless you help yourselves. You people form a local full-employment 
committee and decide what specific products your town can manufacture. Then 
the Markle committee will undertake to show you how and where to sell ’em.” 

As he recalled this incident when I saw him last spring, the strapping young 
Governor plunged his big fists into a mop of black hair and grimaced as if the 
memory pained him. 

“Lord,” he said, “it was an awful job to tell those people that. Many of them 
were working on the roads and streets to earn a relief dollar. They thought 
they were trying to help themselves. I wanted to make them understand that 
the only real recovery is through private enterprise, not public projects.” 

Startling words to come from an ambitious Fair Dealer? Yes, but Soapy 
Williams is a seventh-generation Detroiter whose forebears had a lot to do 
with pioneering the dynamic capitalism of the upper Midwest. 

Although heir to a $12 million shaving-soap fortune, Williams always found 
something better to do than spend money or make more of it. From the Uni- 
versity of Michigan Law School, he went directly to work in 1936 for the Social 
Security Board. Among a good many other things he was coauthor of.the in- 
tricate Michigan Unemployment Act. His family wealth and his hard-fact study 
of government both are reasons why he doesn’t want Michigan to become a wel- 
fare State. 

Actually the Governor claims no credit for the progress of Operation Boot- 
strap. “I’m on the policy level,” he says. “It’s the boys down the line and in 
the field who make it work.” But it’s significant that he steered clear of politico- 
welfare workers when he chose a man to head up the program. 

In Harry Markle he picked a self-sufficient jack-of-all-enterprise to whom the 
$10,000-a-year chairman’s salary was no inducement and whose absorbing in- 
terest in life is a noncommercial flower garden. 

Markle, 54, already has had 2 successful careers in business, and another in 
wartime government. A Harvard Law School graduate, he holds the unique rec- 
ord of a Detroit lawyer whose corporate clients never suffered a labor strike. 

“By luck or good judgment,” says Markle, “I warned all my clients in 1937 
that the Wagner Labor Act was constitutional. I advised them to anticipate 
that fact and to proceed on their labor contracts accordingly.” 

Most corporation attorneys were wishful thinking their clients with contrary 
advice, so the Supreme Court decision made Markle a sort of Daniel in advance 
of judgment. New business poured in, from labor unions as well as companies, 
and his income mounted up through the five-digit ranges. But instead of work- 
ing harder, Markle worked less. 

Since 1933 he’d lived with his wife and 2 children on a 110-acre farm near 
the village of Rochester. Now he commuted to Detroit with increasing infre- 
quency. By Pearl Harbor Day he was getting hornyhanded over daffodils, 
peonies, and enough field crops to make the farm solvent. 

Having seen active service on anti-sub patrol in World War I, Markle thought 
he belonged back in the Navy. He might well have wangled a commissioned 
desk job, but he tried to enlist and was turned down because he hadn’t the 
required number of teeth. 

“After that,” he says, “I tried to kid myself that law practice for defense 
plants was war service, but I couldn’t make it stick. So I volunteered for work 
with the War Manpower Commission, and they sent me to Akron to run the 
rubber procurement job there. I must have done all right, because the Govern- 
ment, the industry, and the unions and the newspapers gave me awards, ban- 
quets and all that—but it was a helluva bore.” 

On V—J Day plus one, he resigned, liquidated his law firm, and settled down 
on Willowbrook Farm where he expected to stay. But within a year he found 
himself an independent industrialist. Garden tools always had annoyed him 
with their imperfections. Wooden handles gave him splinters and rough or 
rusty metal handles gave him calluses. One evening, as he grumbled these pet 
peeves, his wife said: 

“Well, why don’t you invent your own hand tools?’ 

“All right,” said Markle, “I will.” 

He drew up his own designs, modeled them in wood and had them cast in 
aluminum at a nearby foundry. After giving away several sets to friends, 
Markle took some samples to the Madison Square Garden flower show in 1946. 
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Every dealer to whom he showed the tools wanted some. When Markle re- 
turned with orders for 30,000 pieces, he knew he was in business. He set up 
a shop and office in the barn and bought a share in a factory. The Markle 
Featherlite Products Corp. now employs 100 workers and nets sales of $250,000 
a year. 

This was his occupation in the spring of 1949 when Governor Williams tele 
phoned from Lansing and asked him to drop in for a talk. They had known 
each other in Detroit law circles, but Markle, who likes his political inde- 
pendence, hadn't been active in the campaign. When he appeared at the Gov- 
ernor’s office in the capitol, the Governor said he was about to organize a 
full-employment committee. 

“I'd like you to be chairman, Harry. That means going on the State payroll 
as executive director of the state unemployment commission. ‘There'll be five 
other bureau chiefs on the committee. How about helping us out?” 

“Soapy, isn’t this a little out of my line?” 

“Well, think it over,” said Williams. He explained that the job called for a 
man with business, legal and bureaucratic experience but without political ties. 
The general public, he explained, hardly realized that there was an unemploy- 
ment problem because it was confined to nonmetropolitan areas. In Flint, for 
example, the unemployment figure was only 3.1 percent but in one town it 
reached 23.3 percent—much higher than in the depth of a national depression. 

“While he talked,” says Markle, “I knew it was a job I couldn't turn down. 
My life was running smoothly on the farm, but what right did I have to keep it 
that way? Traveling around the State, I'd already seen plenty of towns where 
sick industries had left the people high and dry. Federal Government figures 
showed the same thing was happening everywhere. We had 58 million people 
at work, but we also had two or three million out of work. Anybody with a 
chance to help ought to try. Before leaving the office, I'd accepted the 
appointment.” 

Operation Bootstrap began as a sneak maneuver. “The thing we don’t want 
to do,” said Williams, “is to scare people by talking depression. The less pub- 
licity the better until we show some results.” 

Some of the early results had ambassadorial beginnings. At L’Anse, population 
2,000, the Ford Motor Co. prepared to close a 400-job lumber mill. As usual, a 
local delegation set off for Detroit to ask a stay of execution, but this time the 
petitioners had a friend in court. Markle went with them to the front office 
where he offered a proposition. If the company would hang on a little longer, 
the State would undertake to find a buyer for the property. The company readily 
agreed, the mill is still operating and Markle has found a prospective buyer— 
not for the mill but for the huge sawdust pile. It’s to be used to manufacture 
briquets or fireplace logs from the pressed waste material. 

Another stroke of diplomacy brought results that first summer. In Washing- 
ton, the Commodity Credit Corporation, an affiliate of the Agricultural Depart- 
ment, was on the market for steel bins in which farmers could store surplus crops 
under the subsidy program. There was a steel shortage on, but Markle figured, 
Why not wooden bins from Michigan? He dispatched a man to Washington to 
urge this deal on Secretary Charles F. Brannan. 

It was easy to prove that laminated wood—a peculiar product of Michigan's 
upper peninsula—is rat resistant, weatherproof, and almost as durable as steel. 
But the CCC specifications called for steel. Dozens of letters, scores of phone 
calls, the combined weight of Michigan’s 2 Senators and 17 Representatives were 
flung by Markle against the barriers of red tape. The result was that the 
Ganzer Sawmill Co. in the tiny town of Seney got an order for 75 bins and gave 
work to 200 persons. 

Markle had taken his job with little more than the desire to do something about 
unemployment. But as specific cases built up, he evolved a system. 

First, as he saw it, his task was the defeat of defeatism. In Michigan, the 
lessons of the industrial revolution were compounded by the rape of natural 
resources. Seven-acre sawdust piles, flooded copper mines, and idle iron works 
marked the scene of the crime for everyone to see. There was ample excuse for 
people to resign themselves to political charity, and no good argument against it. 
But the working success of Operation Bootstrap seemed to carry its own 
philosophy. 

Markle learned this at a committee meeting last September when the program 
was barely underway. The Federal Government was giving contract preferences 
to towns which the State classified as “E” or distress areas. Plainly the easiest 
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way for the committee to help a town was to hoist the E emblem, and there 
were some demands for this assistance. 

But must more noteworthy was the rise of a resistance movement against 
the degrading E classification. 

In Port Huron, with an 11 percent unemployment figure, there was a definite 
uprising against the E rating. The Port Huron Times-Herald front-paged the 
story on August 81: 

“Merchants are protesting against the propaganda about this being a distress 
area. * * * While not closing their eyes to the area’s unemployment problem, 
they don’t like the psychological effect that the term ‘distress area’ tends to 

roduce.” 

It is easy to discount a protest from merchants whose goods are subject to 
psychological buying slumps. But another aspect of the resistance movement 
showed up during February. This time it was a local politico and manufacturer, 
Mayor Ray Brisson, of Norway, who assumed open leadership. Brisson made a 
nervy town-meeting speech against increasing the flood allowance of relief 
clients : 

“Dickson County must not become so concerned with this direct relief problem 
that it forgets and forsakes the crux of the problem. It is lack of work, not 
lack of relief, which faces us. * * * Let each man determine where his talents 
lie. Maybe he can manufacture something special; maybe we can sell it outside 
the county. If we do, we can start a business which will employ men.” 

The grassroots spirit of independence fell perfectly into Markle’s plans. 
The system he evolved was essentially that of the stick-and-carrot. Figuratively 
speaking, he walloped the donkey’s rump while simultaneously dangling a 
visible reward before its nose. 

Fjetland’s scathing summary of Cheboygan’s deficiencies had an almost im- 
mediate result. A local unemployment committee was formed and raised $35,000 
to modernize rundown factories. Dangling the lure of unplucked opportunities, 
Markle’s committee listed no less than 25 new industries which Cheboygan was 
equipped to handle. 

At this, a group of businessmen, headed by a hotel owner, Ed Maloney, reorgan- 
ized the State Bank of Cheboygan, one of those which had been stingingly 
characterized as a “cold storage yault.” As executive vice president, Maloney 
promptly revolutionized the policy and began lending money for local enter- 
prise. Between January and May, loans and discounts rose from $239,000 to 
$480,000. The new liberalism acted as a magnet on stashed-away money. De- 
posits over the same period went up from $1,200,000 to $2,400,000. 

As the stimulation carried over to other banks, there burgeoned an astonish- 
ing building boom—two bowling alleys, a new movie theater, and a saloon—all 
sure tokens of excited prosperity. Meanwhile the surge of civic pride resulted 
in a general cleanup and paintup of the town, so lately a State byword for total 
defeatism. 

“It was a spiritual reaction,” says Markle, a devout and active Congrega- 
tionalist. “All we ever did was to show them what could be done. That’s all 
a lot of communities need.” 

But the end was not yet. The local committee dipped into its improvement 
fund to hire an industrial representative at $100 a week. He was Dave Seeley, 
a 55-year-old real-estate broker who had moved from Missouri to Cheboygan in 
1930 in the belief that the St. Lawrence Waterway would turn the town into a 
midcontinent seaport. Clad in his habitual sport slacks and checked coat, he 
was off to contact the industrial moguls of Detroit, Toledo, and Chicago. 

He struck pay dirt. The Franz Production and Engineering Co. of Detroit 
agreed to take over one of Cheboygan’s vacated plants. The Plymouth Indus- 
tries of Detroit would move in if another plant was remodeled for use. Both 
deals were consummated. Others are to come. The magic of Dave Seeley’s 
salesmanship? 

“Oh, that’s easy,” he told me. “My opening remark to any business execu- 
tive is, ‘Do you have any financial troubles? If that doesn’t fetch him, I ask, 
‘Do you have any labor troubles?’ By this time the executive usually drops 
whatever he’s doing to listen to me. I show him how he can save money in 
Cheboygan where we have plenty of space, water, electricity, and low taxes.” 

Even with less breezy salesmen, Michigan towns have prospered under the 
Markel plan. Three Rivers raised $15,000 and brought a branch plant of 
Frank G. Pauli & Sons, the store equipment firm, from Detroit. By far the 
biggest haul occurred in Albion, a mere 8,500 population, where representatives 
of the Consumers Power Co., Panhandle Eastern Pipe Line Co., and town ad- 





AREA REDEVZLOPMENT 


ministration helped land the Corning Glass Co.'s $5 million television bulb 
factory with its 600 jobs. 

But not every town lends itself to importing industries. Michigan's upper 
peninsula, a region of second-growth forests and deserted fron-copper mines, 
takes a different version of the stick-and-carrot treatment, Al Gazvoda, known 
in Markle’s office as “Mr, Upper Peninsula,” is the troubleshooter here. A 
native of the copper country, Gazvoda says: 

“These people are exporters by nature, They have inventiveness and manual 
skill, but no idea of how to commercialize their talents. Our policy up here is 
to find new markets for existing industries.” 

Last December, with Markle in attendance, Gazvoda called a do-something- 
about-it meeting at Hancock. Twenty-five small manufacturers of wood and 
metal objects organized the Peninsula Industries, Inc., a nonprofit group from 
four counties to survey the opportunities. After a couple of false starts in 
the gift shop and furniture fields, the group made Gazvoda its unpaid solicitor. 
His experience in the great urban centers differed from Seeley’s. As Gazvoda 
tells its: 

“When I'd get into a front office, they’d say to me—What? You mean to say 
there’s a State agency which actually wants to put people to work?’ ” 

But Gazvoda, too, struck pay dirt. The Tixit Laboratories of Chassel, pop- 
ulation 500, was manufacturing a copper-napthanate foot lotion called “Sweet 
Foot.” 

Gazvoda located an out-of-State wholesaler who ordered enough to put four 
persons to work at Chassel. If the product goes over, there are jobs for twenty 
workers. He found a Washington cemetery promoter who needed a line of 
copper gravemarkers. Gazvoda steered the order to the Copper Craft Shop, 
Hancock, where it was worth four jobs. 

Then he struck a relative bonanza in Milwaukee where an equipment firm 
showed interest in a loading machine built by Ray Brisson, the free-enterprise 
mayor of Norway. If the order stands up, there are 40 new jobs in Norway. 

Starting as a sneak attack, Operation Bootstrap is not a wideopen assault. 
Reemployment of jobless workers is running 20 percent above the average of 
1949. Most of the effort remains on the local level where the vital statistics 
look small. But the logistics occasionally take on respectable size and national 
scope. 

Last autumn during John L. Lewis’ 3-day week, the Calumet and Hecla Con- 
solidated Copper Co. stood to lose a large contract unless it could get 20,000 
tons of coal in a hurry. Markle’s committee delivered the coal. Later a Green- 
ville banker phoned in that for 800 tons of 20-gage steel, he could place a 4-month 
contract with work for 300 men. Markle’s committee got him the steel. 

“I don’t say we can do that every time,” says Governor Williams. “All it 
proves is that many different levels of industry are turning to this committee— 
and usually we can do something to help ’em help themselves.” 

Operation Bootstrap hasn’t gone unnoticed in Washington. Secretary of Labor 
Maurice J. Tobin calls it a “pilot project,” and urges other States to take heed 
and do likewise. 

“That’s the only thing I’m afraid of—too much publicity,” says Markle. 

“It’s a mistake to oversell what we are trying to do. Someone might get the 
idea that it’s easy.” 


He means that the only real cure for unemployment is hard work. 


Governor Wiiu1aMs. You will find, I think, that this may fill in 
some of the details which you might not wish to go into here and now. 
The town of Cheboygan is singled out, not because it is the onl 
community in the State of Michigan which we enable to help itself 
out of the slough of temporary depression and despondency—there are 
others as well. I mention Cheboygan because it is perhaps the most 
graphic example I could offer of what I think perhaps any people can 
do for themselves when Government makes it Soseible for them 

to do so. 

Cheboygan is a town of roughly 6,000 population, some 300 miles 
north of Detroit. Its difficulties began in 1949, when 6 of its 8 war- 
boom factories closed and others were down to a trifling employment 
of just 95 workers. This left the community with just three of its 
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long-time industrial standbys, which for many years had supplied the 
community with jobs and spending money. 

Finally the standbys also either shut down, curtailed their opera- 
tions, or went into receivership. In the harsh winter of that year 
fully half of the community’s labor force was out of work. 

The town had steadily deteriorated. Its streets were in disrepair, 
its store fronts needed paint, there was no smoke from the factory 
chimneys, and the local banks, as so fittingly had been said by another, 
were nothing but cold storage vaults for sterile capital. 

It was because of this kind of thing that I decided that Government 
obviously had to do something to help. I did then substantially what 
this committee now wishes to have done on a national basis, and I 
can assure this committee that it worked. 

I appointed a Full Employment Committee and charged it specifi- 
cally with the task of Gnding out why communities in the State were 
getting into difficulties, and what could be done about it. An essential 
ingredient of the committee was its personnel, of course; but the State 
agencies which were represented were of equal importance: the Eco- 
nomic Development Commission, the Michigan Employment Security 
Commission, the Department of Administration, the Labor Depart- 
ment, and the Department of Social Welfare. 

This committee, as quickly as I was informed that a community ap- 
peared to be headed into distress, visited the community and went to 
work immediately, working with groups of local officials, local indus- 
trialists and businessmen, local labor groups, and other citizens or- 
ganizations, all of whom it organized into one committee, and with 
whom it studied the community’s needs, the causes of its troubles, and 
an itemized list of its potentialities. The committee functioned as a 
sort of steering authority in the planning and operations. What 
happened in Cheboygan, as I have said, was typical. 

Cheboygan had three choices, as the committee sized it up follow- 
ing an on-the-scene investigation. It could increase taxes and expand 
its relief program, it could make arrangements to siphon off its work- 
ing surplus, or its citizens could pull themselves together and with 
our help organize new industrial opportunities. 

It was our theory then and it is our theory now that while, of 
course, there is much which Government can and should do for com- 
munities in the way of public projects and of lending help, the citi- 
zens of all communities involved should be given to understand that 
the only real recovery, as distinguished from temporary recovery 
from acute emergencies, is through imaginative private enterprise. 

Government can, and must, help; but the home-town patiaks must 
do the big job of helping themselves. Government must help be- 
cause often the local community does not have (1) the know-how to 
visualize, organize, or carry out the job, and (2) the contacts to get 
credits, new industry, et cetera. 

With the State’s help, Cheboygan citizens organized a local unem- 
ployment committee and raised $35,000 to modernize the community’s 
rundown factories. The State Full Employment Committee aided 
the local citizens in surveying their unrealized potential and listed 


no less than 25 new industries which the community was equipped to 
handle. 
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A group of businessmen reorganized the State Bank of Cheboygan, 
one of those which, as I stated a moment ago, had been characterized 
as a “cold storage vault for sterile capital.” 

The bank revolutioned its lending policies for local enterprise. 
Within 5 months, its loans and discounts more than doubled, rising 
from $239,000 to $480,000. As a national business magazine writer 
observed at the time, this new liberalism acted as a magnet on stashed- 
away money. 

Deposits in the same period doubled and went from $1,200,000 to 
$2,400,000. This stimulation carmed over to the other banks also, 
and a building boom, negligible, of course, in terms of large cities, 
but of major importance in the case of this small town, began with 
two new bowling alleys, a new movie theatre, a new saloon, all sure 
tokens of eae aden going up. 

The town cleaned up and painted up in what has been described as a 
great spiritual action. 

The community hired an industrial representative who at once 
set up a program for the introduction of new industries into the town’s 
closed sala: A Detroit engineering company took over one of them. 

The Plymouth Industries of Detroit took over another after re- 
modeling by the town folk. Others followed, and Cheboygan was 
back on its feet. 

There were other communities in my State which were the bene- 
ficiaries of similar operations. Without going into much detail I 
shall list a few of them: The town of L’Anse, for example, with a 
population of 2,000; when the Ford Motor Co. prepared to close its 
400-job lumber mill, the citizens did not merely throw up their hands 
in despair. A committee called upon the Ford Motor Co. officials, 
asked a stay of execution, and the mill was continued in operation, not 
for its original purpose, it is true, but for an entirely new one: The 
use of its sawdust pile for the manufacture of briquettes and fireplace 
logs made from what formerly had been merely one of the lumber 
mill’s waste products. 

The town of Seney similarly refused to give up in the face of diffi- 
culty. Ata time when the Commodity Credit Corporation was sty- 
mied in its quest for storage bins, when the steel shortage was on, the 
citizens of this community, with the help of our committee, and a 
number of other State officials, obtained jobs for 200 of its citizens 
by convincing the Commodity Credit Corporation that the laminated 
wood bins which it could produce were a satisfactory substitute which 
the Commodity Credit Corporation could buy. 

Another of our communities, the town of Albion, with a population 
of 8,500, saved 600 of its workers from relief rolls by demonstrating 
to the Corning Glass Co. that it had ample facilities for that com- 
pany’s new television bulb factory. And so it has gone in our State. 

In addition to all these is the story of a much larger city, Muskegon, 
which gained notice. Again the Full Employment Committee worked 
with a local committee of management, labor, and civic leaders. 

Senator Doveias. Muskegon is a big foundry town, is it not? 

Governor WittiaMs. Yes, sir. Muskegon’s largest problem is that 
it expanded greatly during wartime and after the war it was almost 
completely shut up. 
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The local community said it would take 7 years to get it going 
again. We were able to move some of the population to Flint where 
the factories were going in the automobile foctticieal and get some 
minor industry into the town. And we sort of tided it over. And 
then when the Korean crisis came up, it took all the slack. And today, 
of course, the town is booming once again. 

These citations are given you not merely because, as the Governor 
of the State, I am eternally proud of what our people have accom- 
plished with the aid of their State government working hand in hand 
with local citizen groups. I have mentioned them because I believe 
they illustrate the point I made earlier, namely, that real recovery of 
a community comes through private enterprise and the initiative of 
the citizens, but the State can do much to spark and cooperate with 
that local initiative. It had been estimated that Cheboygan could 
not possibly have recovered for at least 7 years or more. We started 
it on the road to recovery in a matter of months. 

These examples I have given are illustrative of what can be done in 
temporary distressed areas. This is the type of thing, as I under- 
stand it, which your committee now hopes to achieve elsewhere. 

I see no reason why it cannot be done. But you are aiming also at a 
remedy for chronic distressed areas, and I quite agree with you, Mr. 
Chairman, and other members of this committee, that this is at once 
a more difficult problem, but certainly is one in which measures of 
some kind can be immediately taken. 

We have two such areas in the State of Michigan. In one, our Iron 
Mountain area, the distress is caused by a which have been made 
in manufacturing techniques. The Ford Motor Co. formerly op- 
erated a station wagon body plant there. In recent years, however 
and for good and valid reasons, automobile bodies are being made of 
metal instead of wood. 

, That caused a shutdown of the pricipal of the principal industry in 
the area. 

We in Michigan are, of course, doing what we can; we have brought 
in some new industries, and it is our hope that eventually we may be 
able to repeat in the case of Iron Mountain the success we have 
achieved in Cheboygan and other areas I have mentioned. 

The problem, however, is more difficult for the reason of the nation- 
wide spread of such areas, as well as for other reasons. Iron Moun- 
tain, like sundry communities all over the Nation, is one of the early 
victims of the new technology with which your committee is neces- 
sarily and so commendably concerned. 

But we in Michigan also have a different kind of chronic distress 
as is represented in our Upper Peninsula, where the problem is sim- 
ilar to that faced by other cutover and mined areas, as in our neigh- 
boring States of Wisconsin and Minnesota, 

Senator Dovetas. May I interrupt for a moment? 

Governor WituiaMs. Yes, sir. 

Senator Dovetas. Is Iron Mountain on the Upper Peninsula too? 

Governor WiriuiaMs. Yes, sir. It is almost due south of Marquette. 

Senator Doveras. And near the Wisconsin line? 

Governor Witu1aMs. Yes. It is just a little north of the Wisconsin 
line. It is almost in the center of the reach of that peninsula. 

It was started as an iron mining town. But then the principal in- 
dustry was this Ford plant; and it employed about a thousand people. 
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Senator Kennepy. Excuse me, Mr. Chairman. I am going to have 
toleave. But I would like to say here that I have read the Governor's 
statement and also his message to the legislature which I understand 
will be in the record. 

His statement on this bill is most helpful. And I think his message 
to the legislature on the problem of automation is certainly worthy of 
thought. 

Senator Dovenas. Do you have any questions before you leave! 

Senator Kennepy. No, Mr. Chairman. I hope to get back. 

Governor WituiaMs. The decline of the lumber and mining in- 
dustries has left the entire area in an unfavorable economic condition. 
Our upper peninsula, together with Wisconsin and Minnesota, pro- 
duced more than one-third of the Nation’s lumber at the turn of the 
century. Today these areas produce only about 2 percent. 

Mining has declined in a similar way. Our Upper Peninsula once 
produced half of the world’s copper. It now produces only 4 percent 
of the United States output. ; 

Technological improvements as well as the depletion of resources 
has caused a steady Sumcian in the number of men needed to mine the 
ore, and people are moving out of the area by the thousands. If any 
of you know how miners stick to their homes, you know things must 
be bad—if people of that kind move away. They are moving out so 
fast that it is difficult to assess the proper degree of unemployment. 
It currently is listed at 5.7 percent. This represents 5,600 workers. 

Were it not for outmigration, however, unemployment in the area 
would be in excess of 20 percent. The distress of the whole area, I 
suppose, is so obvious that there is no need for me to discuss it further. 

Senator Doveias. Governor, that has been true except during the 
war, has it not, for 25 years or more ? 

Governor WixtuiaMs. Yes. Ever since copper has gone down, it has 
been an area where there has been outmigration. The other large in- 
dustry, of course, is the iron mining industry. And Michigan has the 
largest deep mines in the world. However, Minnesota has about 85 
percent of the iron mines and we have 10 to 15 percent. The com- 
panies, however, are beginning to do the kind of low-grade mining in 
Michigan that they do in Minnesota. However, our mines come up 
with a somewhat different kind of ore. It is not electrically mag- 
netized. And so we need new processes to refine it. The mines, more 
or less, are holding their own; that is, the iron mines, except in some 
areas. In the Ironwood and very far western part they are not doing 
too well. But around Marquette and towns around there they are 
doing very well. 

The point, as you, Mr. Chairman, and others on the committee, 
have so ably put it, is that a remedy must quickly be found not only 
for the situation which I have just described in the Upper Peninsula 
of my own State, not only for the situ«tion that I have described in the 
Iron Mountain area of my own State, but also for all the similarly 
distressed areas in two-thirds of the States of this Union. 

Permit me now to review with you the provisions of your bill and 
make some suggestions relative to them, and then some general com- 
ments. To be orderly, I shall begin at the beginning and follow your 

oints item by item, as delineated in the prepared “Digest of Douglas’ 
5 ‘ ood 9” 
Dames Areas Bill—S. 2663. 
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With the purpose of the bill, as I believe I have already indicated, 
I am in complete sympathy. I commend the committee for its fore- 
sight, statesmanship, and energy in doing something in this vitally 
important field. 

Let me say further that I subscribe to point X of the report of the 
subcommittee on economic stabilization to the Joint Committee of the 
Economic Report, dated November 25, 1955, to wit, “The trend toward 
automation will bear watching to make sure that it does not add to 
troublesome pockets of local unemployment.” 

I believe that if we are prepared to cope with the potential disloca- 
tions that may arise, we can nip them in the bud and turn potential 
problems into potent opportunities. In this connection, I request 
leave to file with you _a copy of my recent message to the Michigan 
Legislature in which I deal specifically with this important problem. 

[t is a rather lengthy report. But it is a consideration of the prob- 
lems of automation, which are really affecting all of our States now, 
but which, of course, in Michigan is coming into our automobile plants 
ata greatrate. I think itis w vorthwhile noting, as I note in there, that 
automation is not something which merely goes into factories, but it 
goes into our offices and other industries. I think that the Census 


Bureau, for example, is going to cut down its needed employees by 
much more than a half. 


Senator Dovetas. That will be placed in the record. 

(The document entitled “Message to the Sixty-eighth Michigan 
Legislature by the Honorable G. “Mennen W illiams, Governor of 
Michigan” is as follows :) 


MESSAGE TO THE SIXTY-FIGHTH MICHIGAN LEGISLATURE BY Hon. G. MENNEN 
WILLIAMS, GOVERNOR OF MICHIGAN, JANUARY 12, 1956 


Ladies and gentlemen of the legislature, as we meet here today, we miss one of 
our old friends, Representative Leo Miller of Jackson, who died in the early part 
of the last regular session while serving his feurth term. May he rest in that 
peace of which all of us pray that we too may be found worthy. 

It is a pleasure once again to welcome you back to Lansing and to join you in 
an assault on the problems facing the State, testifying, with you, to our mutual 
belief in that ageless principle laid down by the martyred Lincoln: 

“The legitimate object of government is to do for a community of people what- 
ever they need to have done but cannot do at all, or cannot do so well, for them- 
selves in their separate and individual capacities.” 

It is vital that we reaffirm our belief in that principle now, for this is a remark- 
able and challenging day on which we meet, as remarkable and challenging as 
any in the history of man. 

We stand in the gateway to what can be described only as an entirely new 
culture, a culture born in the most dramatic, scientific, and technological revolu- 
tion of all time, a revolution which will free men, at last, from the backbreaking, 
animal tasks to which they have been chained from the beginning of time, if only 
we master it rather than let it master us. 

The prospects which lie before us are so vast, almost so incalculable, as to 
challenge credulity. They are so unprecedented that many of our citizens, yes, 
even some of our public servants, have not yet grasped their significance. 

Can we meet that challenge? Let’s look at the record. 

You and I represent and serve a great and vigorous people, a people which 
has never been daunted by immense difficulties. 

In the last 7 years the people and government of this State have met and 
conquered problems of a magnitude our forefathers could not have imagined, 

We overcame the dislocations of the Korean war, two periods of recession and 
unemployment, and numerous special emergencies in agriculture. 

We were faced in 1949 with a huge operating deficit which later climbed to 
a shortage of about $60 million. That deficit has been wiped out, not by methods 
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all of us fully agreed with, but nevertheless without putting the burden on 
consumers, 

We have met the century-old problem of a state physically divided into two 
peninsulas by building at the Straits of Mackinac the world’s greatest bridge 

We were confronted with an immense shortage of hospital care for mental 
and physical ailments, and the people responded by building in 7 years more than 
12,000 new hospital beds. 

Farm problems hit us and we struck back with a farm marketing program 
described by a national farm magazine as “the biggest and best coordinated 
effort of its kind ever activated.” 

The corrosive evil of racial and religious discrimination we have met forth- 
rightly with a fair employment practice law. 

We faced the problem of subversive activity not with hysteria but with the 
enactment in 1950 of Public Act No. 38, a strong antisubversion law which does 
no violence to the liberties we cherish. 

Our city population hungered for the opportunity to enjoy the rivers, lakes, 
and forests of the north—and we have responded with more than 100,000 acres 
of new public recreation lands and nearly 200 new public fishing sites. 

The name of our State, once synonymous with repression of labor's right to 
organize, has become a symbol of enlightened cooperation between management 
and labor. 

We have faced the immense pressures of a population which has increased by 
nearly 2 million persons in 15 years, and we are giving 7 million people better 
public services today than 5 million got 15 years ago. 

This is the record of a mighty and courageous people, facing up to unheard-of 
problems and turning those problems into unparalleled opportunities. What 
we have done in the past we can do in the even more challenging future. 

Still we must face the fact that in many important fields we have not yet 
caught up with the needs of today—and in those areas we must redouble our 
efforts. 

Our farmers, for example, are in distress. Their problem was not made in 
Lansing. It results from a failure by the present national administration to 
take effective action to meet the accumulating problems of automation on the 
farm. 

As I have just said, we have put into effect the Nation's finest State farm 
program. But that program needs to be carried forward. To that end, I named 
a committee which included representatives of every major farm group in Michi- 
gan. This committee has agreed upon a program which included establishment 
of a “Michigan Best” trademark to be used on Michigan farm products which 
meet highest quality standards, and creation of a new division in the department 
of agriculture to help rather than regulate the farmer. These and other recom- 
mendations will be detailed in a later message. 

The gap between our present highway needs and our present road system is 
obvious to all. The pgople have already paid more than $18 million into a 
special fund for building four-lane arterial highways, but those new superhigh- 
Ways are not being built with adequate speed, and steps must be taken to expedite 
their construction. 

Our unemployment and workmen’s compensation laws are still out of line with 
existing economic conditions, and benefits should be revised upward. A system 
of disability insurance is badly needed. We continue to live under a horse-and- 
buggy industrial safety law which should be completely rewritten and adequate 
manpower provided for enforcement. We need a State labor relations act to 
protect and define the rights of employers and employees in intrastate industries. 
No Michigan citizen should be employed in industry at less than $1.25 per hour. 

Our hospital building effort has been enormous, but additional mental institu- 
tions must be constructed without delay if we are to catch up with present needs. 
We have succeeded, through better use of probation and other measures, in hold- 
ing our prison population below the anticipated level of 10.000 inmates. But we 
still lack adequate space, adequate guard forces, and adequate appropriations 
to build the new reformatory for young offenders at Tonia. 

The budget I will present in a few days will be in balance, with a small surplus 
of expected revenues over recommended expenditures. Consequently, no addi- 
tional taxes are necessary at this time. Nevertheless, our tax structure still 
bears too heavily on consumers. In 1948, consumers were paying almost 80 per- 
cent of our total revenues. Since that time, we have reduced this proportion of 
consumer taxes to about 70 percent, which still compares unfavorably with an 
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average of about 59 percent in the 48 States as a whole. This load should be 
eased by substituting a corporation profits tax for some our current levies. And 
our antiquated inheritance tax should be replaced by a modern gift and estate tax. 

A century ago the Boys’ Vocational School was built on a site then on the 
outskirts of Lansing. Today it stands in the heart of our capital city and its 
location is a source of continued problems. A new institution should be built for 
this purpose, away from urban areas, but near the population center of the State. 
A legislative committee has been studying this question and I hope its report will 
receive your careful consideration. 

We have State agencies specially concerned with the interests of labor, agri- 
culture, and industry. In a sense, all of these, and the regulatory and executive 
offices, may be said to represent consumers. But nowhere in the State govern- 
ment is there an agency or official specially charged with the protection of con- 
sumer interests. I urge your favorable consideration of my budget recommenda- 
tion for the establishment of a Michigan consumers’ representative, as a separate 
agency, effective January 1, 1957. 

These are just some of the more important areas in which immediate action is 
needed to clear the decks for the assault on new problems. In subsequent mes- 
sages I will set forth my specific recommendations on many of these questions. 


THE MIRACLE MACHINES 


The urgency of the need for just catching up with today becomes immediately 
apparent when we look at some of the near miracles which the new machines, 
the new techniques, the new power sources already have wrought—near miracles 
with which some of our people are not even acquainted as yet, and whose tremen- 
dous significance, certainly, is not generally appreciated. 

We are in the midst of the greatest scientific and technological revolution ever 
known. The face of our State, the face of our whole continent, will be made over 
within the next few years—-made over for good or for bad, depending entirely 
on the vision and the courage with which we face up to the challenge which 
confronts us, the greatest challenge ever to face any people anywhere in all 
history. 

Let me list a few instances of what the new, automated-electronic-solar energ- 
ized era already has meant, and what it will increasingly mean, in the new way 
of living into which we are being precipitated, a way as different from our old 
way as was the stone age from the age of steam; then there will be no doubt 
that we must roll up our sleeves and get going. 

Ten thousand men in one foundry and engine plant are now turning out the 
same number of automobile engine blocks as formerly were turned out by 23,000. 

In another auto plant, the time to produce 1 engine block has been cut from 
9 hours to 15 minutes. Thirty-six engine blocks are now made in the time for- 
merly needed to make one. 

Experts have stated that the recording and filing operations of one large in- 
surance company, operations which now require a 15-story office building and 
a large staff, can be replaced by 1 electronic computer and 2 operators in 1 small 
room. 

In other offices of all kinds throughout the Nation comparable things are 
happening. 

Fourteen hundred clerks, for example, were required to tabulate the findings 
of the national 1950 census takers. The 1960 findings will be tabulated by 100 
clerks instead of 1,400 and they will do the job in less than one-half the time. 

In another Washington office, a tabulation which formerly required 4,000 man- 
hours and cost $2,500 is now done in 40 minutes at a cost of $80. 

A Harvard University report estimates that American factories may be fully 
automated within 10 years. This means that, in the manufacturing, communica- 
tions, and packaging industries, 1 man will do the work now done by 5. 

In the auto industry, right here in our own Michigan, using this ratio, 100,000 
men will produce the cars now produced by half a million. Other factories will 
be producing other goods in unheard-of plenty with the barest fraction of their 
present employees. 

It requires no great imagination to see what this can mean. If we sit back 
with our hands folded, it can mean the worst dislocation of our citizens in our 
history. It can mean worse maladjustments, greater want in the midst of un- 
precedented plenty, more discontent than we experienced in any of our awful 
depressions. 
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Or it can mean-—and we must determine right here and now that it shall 
mean—the greatest abundance, the greatest plenty of all of the good things of 
life for all of our people that any people anywhere could possibly want or use. 

It should mean—and we must be determined that it shall mean—the virtual 
end of backbreaking toil for our people, a total end to want. 

It must be made to mean that our daily tasks will exhilarate rather than ex- 
haust. It must be made to mean that al! of our people will be enabled to get 
their fair share of the new abundance. It must be made to mean that all will 
be enabled to use the new leisure in their own total development—physical, 
mental, spiritual. 

This is what it will mean if—if management, labor, and Government plan 
and act intelligently to develop not only machinery of abundant production but 
also an economic and social system which will prevent the dislocations and 
maladjustments and maldistribution which otherwise would be inevitable. 

In a nation such as ours, where our commerce and manufacturing are virtually 
all interstate, where the people of all of the States are so interdependent, State 
governments are limited in what they can plan and do to meet such unprecedented 
challenges as the one which now faces us. 

In the absence, however, of any effective national program, neither you in the 
legislature nor I in the Governor’s office can sit tight and do nothing. Our people 
have a right to expect more from us than gaping wonder. They have a right to 
demand action. Whats’ more, that is the theory, and has been the practice, of 
the American State in the Federal system. 

Therefore I make the following several recommendations to assist all of our 
people in the essential task of remolding our society for its wonderful new way 
of life. 


AUTOMATION 


Automation is still merely a word to many of our citizens. It has not yet 
touched the lives of some in ways which they have been able either to feel or to 
observe. 

It is a living reality, however, to those industrialists and businessmen, par- 
ticularly small industrialists and small businessmen, who have felt the pinch 
of competitors whose miracle machines are outproducing them in the ratio of 


5 to 1, and with greatly reduced payrolls. 

Also, to those workers who already have lost their jobs to electronic machines, 
who already have had to look around for unfilled jobs in which to put their 
suddenly outdated skills to profitable use, automation is a very real thing indeed. 
It is no mere figment of the imagination of some science fiction writer. 

Automation is, as said, an entirely new technology which, not within the life- 
time of the next generation or the one that comes after it, but within the next 
few years of our own lifetimes, will completely alter the way we do things. 

It will have two main effects on our economy. 

First, it will require virtually all of us, including, in some respects, even those 
in seemingly unrelated professions, to learn and to do a different kind of a job in 
different surroundings and under new conditions. 

Second, it will displace, as said, 4 out of 5 workers from the jobs in which they 
are now employed, and require many businesses and industries to seek new fields 
of endeavor. 

Obviously, with 1 man at an electronic machine doing the work now done by 
5, the other 4 cannot be permitted merely to do nothing, to learn nothing, to 
vegetate. Their families would still depend upon them to bring home a weekly 
paycheck. 

Moreover, if we did not all have weekly paychecks, we would not be able to 
buy the goods which the miracle machines produced. The goods, unsold, would 
pile up. The machines, in that event, would be shut off, and so would the earn- 
ing capacity of us all. The collapse would be complete. 

In these more or less obvious circumstances, it is plain that we cannot let 
events run their course uncontroled. We need only to recall that Mngland’s 
industrial revolution 200 years ago, following the invention of the flying shuttle 
and the steam engine, was inconsequential compared to today’s technological 
developments. 

And yet, even so, the new and ultimately useful machines at that time benefited 
none but the few. For the many, they produced slums, ill health, ignorance, 
exploitation. This was because their social and political institutions were in 
no way prepared for the adjustments which had to be made. Generations of 
men were slaves to scarcity, as a consequence, and it is only now that some of 
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their descendants are graduating from the economic serfdom into which all but 
a few in the Nation were so needlessly precipitated. 

There is no reason why anything of the sort need occur in our own country 
in our more enlig’ tened day. We know what is coming—what is already here 
in fact—and how it will affect everyone of us, affecting us for good, if we take 
the steps which need to be taken, and for bad if we continue to do nothing. Our 
first task should be to guard against the possibilities just outlined, before going 
on to other facets of the problem. 

Therefore, I recommend, first, that a statutory commission on the problems 
of automation be created, and that an appropriation of $100,000 for its ad- 
ministrative purposes be made. 

The commission, with equal representation of labor, management, and the 
public and appropriate government agencies, would be charged specifically 
with the job of staying on top of all automation developments. 

In the operations field, it would facilitate the transition of industry into the 
new technique, so that Michigan industry will not find itself at a competitive 
disadvantage with automated industry in other States, and it would facilitate 
the adjustment of workers, preparing training and retraining courses in the 
new skills that will be required. 

In the information field, it would serve as liaison with commercial, cultural, 
and recreational groups and agencies in the assessment of the new technology’s 
impact on the new weaith and leisure time of our people. 

Since the new machines can be installed only at great cost, consideration also 
must be given to Ways and means of making it possible for smaller firms to 


compete with the wealthy and powerful giants, who otherwise would cement a 
monopoly over the entire economy. 


NEW INDUSTRIES, DISPLACED WORKERS 


As regards the displacement of industry and workers, we cannot just direct 
any plant, Whose automated competitors are driving it out of business, or any 
worker, who has been displaced from his job, to roll their own hoops and let it 
go at that. As has just been said, possible collapse lies along that route. 

We can help solve the problems of both by undertaking immediately a program 
aimed at the diversification of our industry, thus helping to create new manu- 
facturing, new businesses and new job opportunities for the displaced workers 
and displaced manufacturers alike. 

The opportunity to do this is especially large in our own State where half of 
our nonfarm employment is in manufacturing, with roughly half of that in 
automobile manufacturing and allied industry. 

It is fortunate that we have already set up in Michigan an Economic Develop- 
ment Commission which already has accomplished much in this field. For 
example, it has brought in segments of the new electronics industry, to which 
automation is geared. 

It and the Emergency Industrial Production Commission are currently engaged, 
also, in an attempt further to develop the aircraft industry here in Michigan to 
take advantage of the newly announced Air Force policy of company and 
geographical dispersal. 

Additional chemical industries for which Michigan has a special attraction 
because of our brine and mineral resources have been and should be another 
of the Economic Development Commission’s targets. 

The commission, however, needs more funds and manpower to accomplish 
all that needs to be done now in the way of bringing new industries to our 
State. 

Therefore, I recommend that the Economic Development Commission be given 
strong budgeting support so that it may help increase and diversify Michigan 
industry. I expressly urge that funds be included for a Washington office 
through which we would be assured of a greater measure of new Government 
contracts as well as private. 

The divers fication of our industries alone, however, will not do all that needs 
to be done. The whole Nation, as disclosed by Federal surveys, is spotted with 
chronically distressed areas. Their distress has been caused by many factors, 
including changed manufacturing techniques. 

One such area in our own State, for example, the Iron Mountain area, is 
currently distressed as a consequence of the auto industry’s shift from wood 
to metal bodies. 
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As has happened elsewhere in the Nation, distress could be caused in other 
sections of our own Michigan by other factors, including the shutdown, for 
any of several possible reasons, of a community's principal industry or its re- 
moval to another site. 

In these circumstances, the Economic Development Commission and the Mich- 
igan Employment Security Commission consult with local planning groups, aim- 
ing at the introduction of new industries into closed plants, and make surveys 
directed toward the end of advising unemployed workers as to where their 
“xreatest new opportunities are to be found. 

In some cases it would be to the unemployed’s advantage to move into other 
ureas certified as jLb available by the MESC, were it financially possible to do 
SU. 

It is recommended, therefore, that in those cases where a worker chooses to 
remove himself and his family to a new area, the MESC be authorized to pay 
traveling expenses, provided the removal is into an area which the MESC has 
certified as job available. Such travel funds should be paid without charge 
against the worker's unemployment compensation credits. 

Travel funds would be available and could be drawn from unemployment tax 
surpluses accumulated by the Federal Government, surpluses which are to be 
allocated to the States. Michigan's share of the first disbursement, July 1, will 
be approximately $1,300,000. Disbursements in subsequent years should be 
larger. It is necessary only that the Legislature earmark this fund for MESC 
purposes. MESC would, at the Legislature’s direction, use the fund not only 
for the stated travel purposes, but also to intensify its program for the place- 
ment of older workers, the handicapped, and others in similarly disadvantaged 
situations. It would increase its counseling and training programs. 


SMALL BUSINESS 


The necessity for diversifying our industry and bringing new industries into 
the State already has been mentioned as requisite to the State’s proper accom- 
modation to the new era. This includes small business and industry. 

But one of the tragedies of the current national boom is the fact that it is 
not booming for small business, much of which is going to the wall or being 
absorbed by big business. Automation will make it increasingly difficult for 
small business and small industry to survive at all. 

Therefore, I recommend a Development Credit Corporation law to facilitate 
loans to small business and industry where banks and other agencies are reluc- 
tant to lend. 


ATOMIC ENERGY COM MISSION 


The full fruits of automation will not be realized until cheaper and practically 
unlimited power of atomic energy can be used. 

Atomic energy probably can be converted to earlier industrial use in Michigan 
than in most areas. This is for many reasons, including the fact that Michigan 
industry has participated from the beginning in experimental developments of 
atomic energy for peaceful uses. It includes, also, the fact that fossil fuels, 
such as coal and petroleum, used here, generally cost more than they do in other 
States. 

For more than a year a governor's study commission has been active in all 
aspects of the problems relating to peaceful uses of atomic energy. The time 
now has come for the legislature to give specific recognition to the problem. 

Therefore, I recommend the creation of an atomic energy commission for the 
promotion, control, and broader study of the peaceful use of atomic energy. It 
should be organized along the lines of the water resources commission and the 
aeronautics commission, that is, with representatives of interested State agen- 
cies and the general public. 

EDUCATION 


To meet the tremendous new challenge now facing us of a much more highly 
complicated technology and economy, to say nothing of a smaller but more 
troubled world, we must greatly step up our education program. 

The need goes beyond our present shortage of teachers and facilities to meet 
already preexisting demands. The needs of an automated atomic and solar- 
energized era require higher skills and more skills than were ever possessed by 
any people anywhere. 
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We'll need as many Einsteins as we can find. Wherever we need an electrician 
today, we'll need an electronics expert tomorrow. This means we will need 
postgraduates where we now have college graduates, college graduates for high- 
school graduates. And we should aim at complete elimination of high-school 
dropouts. 

Therefore, I recommend the following education program: 

1. An increase of about 20 percent in higher education operating appropria- 
tions, as will be specified in my budget. 

2. A $150 million college and junior college building expansion program over 
the next 6 years, and no less than $25 million this year. This would include a 
$3 million grant to Wayne University, as the first installment of the State taking 
over that institution in accordance with the Ruthven report, a copy of which 
will be sent to you. 

3. A $500,000 appropriation for 500 colleges and postgraduate scholarships of 
$1,000 each, on the basis of merit and need, selection to be by a statewide repre- 
sentative board similar to Rhodes and Fulbright scholarships and for any 
Michigan school. 

4. A new school aid formula (including a $200 per pupil base) which will guar- 
antee a high standard foundation education for every boy and girl in Michigan. 

5. A $4,000 salary minimum for teachers, and a pupil-teacher ratio low enough 
to attract good teachers and make schooling effective and attractive. 

6. Proper attention to the requirements of the slow learner and the gifted 
child, not only to advance their education but also the education of the normal 
child who otherwise is often neglected, this to be done by granting additional 
funds to school districts on the basis of the proportion of such children on their 
rolls, and by a grant to the Michigan youth commission of $50,000 for a special 
study of the problems associated with educating the slow learner and the gifted 
child. 


LAND USES 


Automation undoubtedly will mean that our fast growing population will have 
more and more leisure. This will have a tremendous impact on the utilization 
of land and water in Michigan. 

Michigan is an important agricultural State and the fourth ranking tourist 
State, as well as an industrial State. Last year nearly 18 million visits were 
made to our State parks. 

What land will be dedicated to industry, what to agriculture, what to recrea- 
tion, what to residential, and so on, will become increasingly more important 
questions. Recreation will become a premium consideration. Moreover, much 
industry goes where there is attractive recreation. Our recreational facilities 
therefore are vital, not only to develop the water wonderland concept, but also 
to maintain Michigan as the workshop of the Western World. 

With these considerations in mind, I, therefore, recommend the following: 

1. An agricultural program of proper land use. 

2. A State park program, stepped up to a minimum of $3 millien a year, at 
least one-half million of which should be dedicated to acquiring land now when 
the price is still within reason and the dislocation to private individuals minimal. 

3. Development of our historical resources by the restoration of historical 
monuments such as the fort areas at St. Ignace and Drummond Island, and 
particularly and immediately, by the legislative support of the historical com- 
mission’s program of historical markers. Michigan’s heritage should be a source 
of both tremendous pride and strength to our citizens and a real attraction to 
the tourists. 


WATER 


As industry expands and becomes more diversified, ample supplies of pure 
water will become increasingly necessary, and pollution of water supplies will be 
a continuing problem. 

I recommend to your special attention the budget request of the water re- 
sources cominission, which is concerned with this question. And I further recom- 
mend these additional steps to meet our water needs: 

1. Establishment of a State water and sewage authority to facilitate the trans 
portation of water to points within reach of municipalities which have exhausted 
their local water resources. This couid be done by granting such an authority 
power to issue revenue bonds to be retired by the sale of water to municipalities. 

2. Creation of a statutory commission to make a study of water rights. 
Michigan is operating under the common law theory of reasonable use by 
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riparian owners. Increasing pressure upon our water supplies will make this 
theory more and more inadequate. Some work has already been done in this 
field by the attorney general and a governor's study commission, but a much 
wider survey of the problem is needed. 


AIR POLLUTION 


The expansion of industry and the use of new techniques and fuels is creating 
a problem of air pollution. This has become a matter of public concern in Port 
Huron, which is close to Canadian chemical and petroleum industries. 

Therefore, I recommend that the department of health be granted the necessary 
authority and manpower to deal more effectively with the problem of air 
pollution. 


MUNICIPAL PLANNING 


As cities expand into the surrounding areas, our already serious problems 
of municipal planning will become more pressing. Federal funds are now availa- 
ble for distribution to cities for planning purposes, but these funds must be dis- 
tributed through a properly designated State agency. 

Therefore, I recommend that the department of economic development be 
aa to act as the agency for distribution of Federal funds for municipal 
planning. 


MEDICINE 


Already I have adverted to the fact that automation will supply goods more 
abundantly and with less manpower and consequently there will be a greater eco- 
nomic possibility for services. One of those is medical service, a need made more 
urgent by the fact that the age level of our population is steadily increasing. 

To meet these needs and desires, I therefore recommend : 

1. A strengthened health department especially in the field of chronic diseases. 

2. The erection of a chronic disease hospital to be administered by the public 
health department. 


3. State matching money for county medical care facilities for the chronically 


4. A $100,000 research grant to the University of Michigan in the area of 
chronic diseases. 

5. A stepped up case finding program in tuberculosis to find out in a relatively 
short period just how much hospital space we can expect to use. 

6. An increase of about 25 percent in mental health operating appropriations, 
as recommended in the budget. These funds should be used for a stepped up 
program of prevention and cure, including two new programs: (@) State matching 
funds for psychiatric wards in large general hospitals ; preference should be given 
to establishing such wards in each of the State’s 16 regional medical districts, so 
that immediate psychiatric care will be available to patients in any part of the 
State; our objective should be to end the necessity, which now exists in many 
areas, of holding mental patients in county jails while awaiting admittance to 
State hospitals, and (b) mental hygiene training of all public health nurses by 
the mental health department, in conjunction with the department of public 
health. 

7. A survey by the health department to determine what facilities are needed 
to provide the necessary doctors, nurses, and other professionally trained people, 
so that the best of medical care may be available to all Michigan citizens. 

8. State matching for local medical clinics to house doctors and provide essen- 
tial services. 

9. More adequate financial support of the deserving aged. The problems of 
our older population are economic and social as well as medical. I again urge 
repeal of the so-called lien law, and also that the Federal Government be 
memorialized to remedy the present stringent and senseless limitation on incon- 
sequential earnings of the old-age insurance recipient. I recommend an increase 
of old-age assistance maximums from $70 to $80 plus $10 for medical aid. 


EFFICIENT GOVERNMENT 


The challenges of our immediate industrial revolution command the best 
thought and energies of citizen, industry, labor, agriculture, and government 
alike. Michigan government is not too well equipped to meet such a challenge 
in terms of a well-organized and well coordinated form of government. The cum- 
bersomeness of our more than one hundred agencies of all kinds and descriptions 
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without any rational relationships has been noted by study commission after study 
commission over a period of decades, yet relatively little has been done. 

It is my earnest recommendation that the legislature undertake the reorgan- 
ization of State government into a more effective instrument of the people’s will. 

In the event the legislature is not prepared or has too little time to take such 
action, it is my recommendation that the executive be given authority to con- 
solidate and rationalize the State’s many boards, commissions, and agencies, 
subject to legislative veto, as has been done so successfully in the National 
Government, 


CONCLUBION 

This is a large program which I have submitted to you. Many of the details 
will be spelled out in subsequent messages. 

The question has been raised: Do we have the vision and the courage to do 
what must be done? 

An unequivocal “Yes” has been given as the answer. 

It would be fatal to think for one moment that our people are lacking in the 
vision and courage to face up to the tremendous promise of our great future. 

To advert again to Lincoln, it now is up to you in the legislature and me in 
the governor’s office to demonstrate that we too have the courage to do for the 
people those things which they need to have done, but which they cannot do for 
themselves in their separate and individual capacities. 

Governor Wit1iams. The bill’s provision for a Depressed Areas 
Administration with an Administrator and advisory committee seems 
to me to be most appropriate. As our Michigan experience demon- 
strated, there are already in our respective governments a number 
of units in different agencies that can be helpful if properly coordi- 
nated and charged with the mission to be helpful to distressed areas. 

I think you have chosen the most important ones already for your 
advisory council, but I would like to suggest consideration of two 
other agencies. The Small Business Administration should have 
both advice and possibly funds to be of assistance in distressed com- 
munities. Also we were able in Michigan to get assistance from the 
local office of the Department of Commerce, and I believe that some- 
one from that Department might provide valuable advice and dis- 
close helpful functions and information in his department. While 
the particular examples of Michigan areas I cited did not happen to 
involve defense procurement, this can be a most important source of 
help and I would commend your bill’s inclusion of an Assistant 
Secretary of Defense. 

The chairman of our full employment committee was director of 
the Michigan Unemployment Compensation Commission. This 
agency, with its State and Federal orientation, can be a main cog in 
any program of aid to distressed areas so I can’t recommend too 
strongly your staying with your decision to include an Assistant See- 
retary of Labor. 

As a matter of fact, I would like to suggest that you might mas 
some provision under which unemployment compensation tax ad- 
ministration funds returned to the States, under the Reid bill, would 
be eligible for use for distressed areas purposes, as there appears to 
be a tendency to construe the area of use of these funds somewhat 
narrowly. 

If I might digress for a moment to explain what I mean there: We 
at the present moment are endeavoring to get our legislature to au- 
thorize the Michigan Employment Security Commission, which is the 
new name for the Unemployment Compensation Commission, to 
authorize the MESC to provide funds for workers for travel expense 
from a distressed area to an area of high employment. 
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Now, we had hoped to be able to touch some of these tax funds 
that are being returned ; but there is a tendency for the administration 
to say “No, you can’t do that.” 

Senator Doveias. You want the three-tenths of 1 percent, which 
would be set aside for the administration, used in part for traveling 
expense as well as for the clerical work of running the offices and so 
forth ¢ 

Governor Wiiiiams. Yes, sir. 

Senator Dove.as. That is a very constructive thought. 

Governor Wiliams. Your depressed areas definition certainly can- 
not be complained of on the score that any area meeting either of the 
qualifications specified is not a depressed area. 

Nine percent of continuing unemployment for an 18-month period, 
or 6 percent for a period of 3 years before an application can be made, 
however, may defeat the commendable objective of solving the com- 
munity problem, in my opinion. After the 18 months or 3 years had 
passed, the further delay in planning the industrial program, locating 
an employer meeting the requirements of the bill and providing the 
facilities such as water, power, et cetera, much of the labor force for 


which the program was designed would have evaporated. No area 


of Michigan could qualify as a depressed area under the provisions of 
the act. 

It seems to me that the waiting time is altogether too long, for two 
reasons. As undoubtedly some of you gentleman have, I too have 
talked with workers in depressed communities who with their families 
were staring actual hunger and subzero cold in the face, not in 18 
months or 3 years, but within a matter of weeks—and I might point 


out that in few of our States is unemployment compensation duration 
as long as 6 months. 

That is one reason misery for a year and a half to 3 years is often 
beyond human endurance. Second, I believe that speedier action even 
of a lesser degree, often will save the situation, where greater exertions 
later will not do the job. A stitch in time saves nine is not a bad 
formula. 

Naturally, I recognize the State has its obligations, and should be 
the first to act. But it seems to me that the State might very well 
have the early, if not immediate, assistance of the Federal Government 
in some, if not all, of the provisions of this act. 

For example, if it were possible for the State to get some of the 
loaning assistance in at an early period, I think we might stay the 
gradual deterioration which so often sets in. 

In any event, I submit that this honorable committee might very 
well consider cutting both time periods in half, to 9 months instead 
of 18, and 18 instead of 36. 

Of course, I want to say if you can get the act through in its present 
circumstances, that would be very good indeed. If possible, though, 
I think this would be an improvement; at least it would in our State. 

The required period of time may also affect the percentage of un- 
employment in a way not altogether helpful to that community and 
possibly not particularly helpful to other communities either. You 
are alk familiar I am sure with the story that went the rounds a couple 
of years ago about the good Tennessee father who got his 2 sons back 
1 from Korea and 1 from the Ford plant in Detroit. 
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But let me repeat some Michigan figures. Unemployment in the 
Upper Peninsula of Michigan in 1955 was 5.7 percent. This repre- 
sented 5,600 workers. In the period from 1950 to 1955, however, there 
was a decrease in the labor force of 18,660 and a net een loss of 
more than 22,000. Had not this outmigration taken place, unemploy- 
ment would have reached a total of 20 percent of the work force. Out- 
migration has continued at an accelerated pace. 

Despite this outmigration, unemployment continues at a high rate, 
but not high enough to qualify for aid under the provisions of the 
proposed bill. 

As an alternate method of designating areas to be provided with 
economic aid, I would like to suggest that possibly the following cri- 
teria might be useful: 

(1) Areas in which there has been a continuing trend of decreasing 
employment opportunity due to depletion of natural resources such as 
timber, minerals and oil; and 

(2) Areas where technological changes or changes in the industrial 
pattern have created a mass unemployment problem, the solution of 
which is a change in the industrial character of the community. 

The depressed areas of the Nation where chronic unemployment 
exists meet 1 of these 2 criteria. The Upper Peninsula of Michigan; 
the Scranton, Pa., area; the textile areas of the New England States; 
and the coal mining areas of southern Lllinois are examples of areas, 
which, even during the boom period of the war years, continued in 
economic decline. 

Yet, under the formula of the proposed bill, I wonder how many of 
these areas would be aided. 

Your provision for a local committee setup is one with which I agree 
most heartily. It is an excellent idea and of course was the essence of 
our Michigan operation. 

However, as I have just recognized, the State has a very definite 
obligation to the communities within its borders. Certainly, if a State 
had not acted in either of the cases defined as distressed areas in S. 
2663, it would have been most derelict in its duties. 

In most instances, at least, in such a defined “distress area,” the State 
would long since have started operations. For the Federal Govern- 
ment to begin a different or competing operation, it seems to me, would 
be both wasteful and destructive of our Federal system. For the State 
and Federal Government to cooperate, it seems to me, would be both 
more appropriate and effective. Indeed, it seems to me that Congress 
again and again has recognized both the sovereignty and utility of the 
State by channeling its operation through State government. 

The provision for loans is excellent and very necessary. Credit is 
2 most important factor of rehabilitation. In the Cheboygan story, 
private individuals were able to revitalize the bank, but more often 
than not some outside help is necessary. It is in this connection that 
I feel that the Small Business Administration ought to be a working 
partner, although I realize you want to be able to go further than they 
can go. 

The provision for industrial plants and public facilities should be 
most useful. In my State it would be helpful if this could include 
docks and other facilities because of our Great Lakes and increasing 
international as well as national commerce. 
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The matter of procurement should be a most important one, and can 
be. But to be helpful at all it should be made to [ as specific as pos- 
sible. It has been my experience that, in the past, such aid to com- 
munities as might result er governmental procurement of supplies 
and services has been largely illusory for the reason that the os oe 
were not specific enough. Too much room has been left to the discre- 
tion of procurement officers. The Military Establishment in particu- 
lar requires particular attention in this regard. 

It has been my experience, and undoubtedly yours, too, that 99 con- 
tracts have been passed up because of some procurement officer's appre- 
hension that one might possibly be questionable. 

We become all mixed up here with a subordinate officer feeling that 
he may be criticized because a superior felt he didn’t use his discretion 
wisely. In a military record—that is, a personnel record—1 mistake 
and 99 good actions aod up as 1 mistake; so better to do nothing about 
the whole 100, and that is what happens—nothing. 

The information and powers of administrator sections seem ade- 
quate and proper. 

The tax writeoff section is a very useful device and, of course, a 
well tried one. In Michigan we have developed a similar device to 
encourage mining developments. 

The vocational training section, I should think, would be of special 
importance, particularly in view of automation developments. Our 
indisteiad workers and, for that matter, probably most of the rest of 
us also, will have to learn new skills to cope with the new demands 
which the new jobs will make. Not only vocational training, but the 
reeducation of all of our people is going to be one of the essentials. 

As to supplementary payments of compensation, most States prob- 
ably have extension of benefits provisions for persons being trained 
or retrained. However, as far as I am aware, little use has been made 
of this provision, and a good shot in the arm would be very helpful. 
Some special attention may have to be given in this to workers who are 
not currently eligible to unemployment compensation. 

If it is permissible for me to do so, Mr. Chairman, I should like to 
speak on the final section of the bill at somewhat greater length than 
on any of the others, and this for the reason that here, it seems to me, 
we come face to face with a problem which needs to be threshed out. 
I refer to the surplus-food provision. 

The most tragic fact of the surplus-food situation is the fact that 
the foods actually do not appear to be in surplus at all. They are 
merely not being consumed, which is quite a different matter. 

Let me illustrate with certain facts, which should be of paramount 
interest to any committee which has concerned itself with persons 
living in distressed areas. Some of the facts I should like to enumerate 
will be more pertinent than others to the immediate purposes of 
the depressed-area bill, but I hope it will be of value to ae them 
all a part of the record. 

First, I should like to remind this committee, Mr. Chairman, of 
a Pennsylvania University study indicating that one-fourth of this 
country’s teen-agers, in families of all economic descriptions, are 
eating insufficient energy foods to keep their bodies running efficiently. 
1 should like to remind the committee, also, of Iowa and New York 
surveys, buttressed by findings in my own State, indicating that 10 
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percent of our children go to school either without any breakfasts 
at all or after an inadequate breakfast, and that 28 percent of the 
Nation’s schoolchildren are undernourished—this in a Nation where 
we hear complaints of burdensome food surpluses. 

In my own State, because of certain ambiguities in statutes, Federal 
and State, less than one-half of our schoolchildren are participating 
in the school-lunch program in which so-called Federal food surpluses 
are distributed. It may be, as I acknowledged a moment ago, that 
these situations are not within the province of this committee. It 
is the next point which I have been leading up to, however, Mr. 
Chairman, and it, I am sure, does fall under the surplus-food pro- 
vision of the depressed-areas bill. 

What bothers me is the fact that, unless certain United States 
Department of Agriculture rules and regulations are changed, the 
distribution of food surpluses to distressed areas may prove to be 
as negligible a distribution as the distribution to which I have just 
referred under the school-lunch program, for example. 

What prompts me to call this to your attention is a distressing 
situation which we are facing right now in the city of Detroit and 
Wayne County, of which Detroit is a part. 

City, county, and State officials for some time have been attempting, 
without much success, to get the Department of Agriculture to release 
adequate food surpluses to nonrelief but borderline cases, where indi- 
viduals and families do not qualify for welfare but whose diets, 
because of the lack of sufficient funds, are inadequate even by minimum 
health standards. All that has been asked is that the Department 
consent to a realistic pene its eligibility requirements. 

Eligibility to participate in the surplus-food distribution is deter- 
mined on the basis of total family income. Eligibility requirements, 
until we intervened with the Department of Agriculture, were based 
on an income of $140 per month for 1 person, on up to $256 for a 
family of 10. We have succeeded in getting the Chicago region of 
the Department of Agriculture’s tentative consent to a slight and 
thoroughly unrealistic liberalizing of these requirements, on the 
theory that a family of 10 obviously cannot eat adequately on a 
monthly income of $256. 

But, as said, it has been impossible, thus far, to get the Department 
to consent to anything that really makes sense, and the certification of 
cases, in any event, has been completely suspended pending a final 
QO. K. of the meager compromise we have been able to effect. 

The point I wish to make here is that all of these people are, them- 
selves, thoroughly distressed, even though the area in which they hap- 
pen to live is not. The second point is that the food surpluses o 
viously are piling up in the face of just such equally obvious need as 
I have just cited. 

What I think of, in particular, in this connection, Mr. Chairman, is 
the difficulty which now might be faced under the terms of this bill in 
getting the Agriculture Department to release sufficient foods for the 
persons in distressed areas. 

If it stands in those areas on as rigid a requirements formula as it 
stands in the case, say, of nonrelief but financially borderline families 
in Wayne County, there is a big question in my mind as to the degree 
of emergency aid this bill will be able to provide while it goes about 
the job of lasting recovery. 
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The bill, it seems to me, might perhaps be specific in eng the 
Department of Agriculture, at least in this instance, to do the sensible 
thing; namely, to introduce into the stomachs of the hungry a larger 
share of the surplus products of the farms. As it now 1s, it almost 
looks as though the Agriculture Department is not really desirous of 
distributing its food surpluses to hungry Americans but prefers to 
cherish and hoard these food surpluses like King Midas his gold. 

Now, Mr. Chairman, now that I have given you and the committee 
my reactions as frankly and as fully as I believe you wanted me to state 
them, let me say that I agree strongly with Senate bill S. 2663, and 
urge its adoption because I am sure it could accomplish great good; I 
feel that certain minor adjustments could be made which would faeili- 
tate the achievement of the bill’s laudable purposes. 

Finally, permit me once again to commend you and the members of 
the committee for your acute awareness of a very real national prob- 
lem, and for the forthright courage and determination with which 
you are facing it. 

And thank you for the opportunity of testifying. 

Senator Dove.as. Thank you very much, Governor Williams, for 
your very able and constructive testimony. 

Do you have any questions, Senator Neely ¢ 

Senator Neety. In my opinion the subcommittee owes a debt of 
gratitude to you, Governor Williams, for pointing out the ways and 
means by which you have greatly relieved the unemployment distress 
in your State and for your valuable suggestions regarding the solution 
of the unemployment problem. 

Governor Wirti1AMs. Thank you, Senator Neely. 

Senator Doveras. Governor Williams, you made a very interesting 
suggestion about greater cooperation betwen the Federal Government 
and the States in this matter. I wondered if you would be willing 
to develop that in greater detail. How do you think this desired co- 
operation between the Federal Government and the State governments 
in dealing with depressed areas should be effected ¢ 

Governor Wu1aMs. I think, sir, in the first place that in many 
instances the State itself, if it acted quickly enough, could effectuate 
the necessary remedies. If the Federal Government had imposed on 
the States the obligation to do that, those States which have not 
taken the necessary steps would be compelled to do so in order to save 
face, if nothing else. 

But I think further than that, that the Federal Government could 
use the States as a kind of clearinghouse so the less stringent matters 
could be dealt with on a local basis and only the more important 
problems could come before them. 

Secondly, it seems to me that the State would be in possession per- 
haps of more local] data which would permit various local aids. In 
other words, perhaps shifting employees from one job area to another 
or also they should have more information as to the industries within 
the State looking for industrial sites. 

Now, I think almost all of the industrial States, or would-be in- 
dustrial States, now have some kind of industrial development pro- 
gram. And I think the States would be in a position to equate that 
kind of a service where they must have listings of all the industries 
seeking new areas with their own areas which need industry. 
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Senator Doveras. The proposal has been made that no Federal 
loans should be made to an industry in a locality, and no Federal 
public works project be carried out, unless it has received prior ap- 
proval by a State body. In other words, the Federal Government 
could not deal directly with localities except through the intermediary 
approval or request of some State body. I wondered if you would 
be willing to express your opinion on that. 

Governor Witu1aMs. Well, I would agree with that idea to the 
extent that I think it would be advisable to channel the local requests 
through the State. But I do not think it is necessary that the State 
should have the veto power. I think that if the Federa' Government 
feels that it should have a loan, why, then, they should go ahead and 
give it. But I think the State might be in a position to help the 
Federal Government get a view of the priority of the emergencies 
within its own community. 

Senator Dovetas. In other words, there should be full consultation 
between any Federal agency and the States, but the States should not 
have veto power over what the-Federal Government does. 

Governor Wiriu1aMs. No. I do not think the States should have 
the veto power, because the Federal agency would probably set up 
its own rules and regulations. And they should be the final inter- 
preters of them; but I think the State could be helpful in sorting out 
the problems and sending them on up. 

Senator Dovetas. Then, do you feel that all local requests should 
channel through the State and be passed up with either a recom- 
mendation for approval or disapproval ; or could the locality approach 
the Federal Government directly ? 

Governor Witu1aMs. Well, I feel strongly that it would be more 
appropriate to have it come up through the State for two reasons. 
One, I think the States have got to preserve their functions with re- 
spect to the local communities within the State. And, secondly, I 
think that the State should have some of its own initiative to help 
these communities and should make the first contacts with them. 

Senator Dovetas. The papers should be passed on, perhaps, as they 
are passed on in the military, through the successive echelons; but the 
final decision should not be made on the State level. 

Governor Wiiu1aMs. No. I don’t think so. But I think the State 
might, as a corollary, find some of its own functions which would be 
of assistance. 

Senator Doveias. We appreciate your testimony very much, Gov- 
ernor Williams. It has been very constructive. 

Governor Witu1aMs. Thank you very much. And I might say that 
this is an unusual opportunity for me, because my first position after 
leaving law school was in the Social Security Board. And there I cut 
my teeth on unemployment compensation by reading one of your earlier 
books. So, to be able to testify before you is an interesting switch. 

Senator Doveias. You have been able to conquer that difficulty, I 
am sure. 

Governor Wri11aMs. Thank you. 

I want to express my appreciation to Senator McNamara for being 
here with me. 

Senator Douetas. We were very glad to have you, Governor 
Williams. 
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We are also very happy to have with us another great Governor of 
another great State, Governor Leader of Pennsylvania. Would you 
come forward ¢ 

We are very happy to have you here, Governor. We know that your 
schedule is crowded in Harrisburg, and we are particularly indebted 
to you for taking the time from your duties there to come down here. 


STATEMENT OF HON. GEORGE M. LEADER, GOVERNOR OF THESTATE 
OF PENNSYLVANIA; ACCOMPANIED BY WILLIAM R. DAVLIN, 
SECRETARY, DEPARTMENT OF COMMERCE, COMMONWEALTH OF 
PENNSYLVANIA 


Governor Leaper. Thank you very much, Senator Douglas, Senator 
Neely, members of the Subcommittee on Labor of the Committee on 
Labor and Public Welfare of the United States Senate. 

I am George Leader, of Pennsylvania, and on behalf of the Com- 
monwealth, and particularly on behalf of the people of the distressed 
areas of Pennsylvania, I want to thank you, Senator Douglas, and 
members of your subcommittee, for this opportunity to come before 
you on so vital a matter. 

The introduction last July of Senate bill 2663 by Senator Douglas, 
with the cosponsorship of Kilgore, Kefauver, and McNamara, 
Humphrey, Neely, Murray, and Kennedy, was a heartening thing to 
Pennsylvania. 

As you well know, its title reads: 

A bill to establish an effective program to alleviate conditions of excessive 
unemployment in certain economically depressed areas. 

Pennsylvania well knows what depressed areas are. It will be a 
fair statement that 2,250,000 of our 10,500,000 citizens, 21.5 percent of 
our total population, according to the 1950 census, live in areas of 
substantial labor surplus. The majority of these people live in chron- 
ically depressed areas. 

Senator Dovenas. Might I interrupt you to say that the figures 
which I have seem to indicate that, as of November, there were slightly 
over 870,000 persons in your State who had been certified as eligible 
to receive donated commodities, food commodities ? 

Governor Leaper. Yes; that is substantially correct, if my memory 
serves me right. I think that Pennsylvania is receiving almost 
half of the surplus food that is being distributed by the Federal 
Government. 

We have had some difficulties with regard to the standards to be 
established. When I came into office, the Federal Government was 
attempting to curtail Federal surplus food distribution in Pennsyl- 
vania by lowering the eligibility, or rather, lowering the income that 
one could have in order to be eligible for Federal surplus food. 

Senator Neety. Senator Douglas has indicated that 800,000 Penn- 
sylvanians are now dependent upon food supplied by the Federal 
Government. 

Is it not a fact that last March and April the number was more than 
a million ? 

Ren Leaver. I think those figures would be correct, Senator 
Neely. 
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Senator Nee.y. It was shown upon a hearing held in Altoona last 
spring that much more than 10 percent of all the people in your Com- 
monwealth were then living on food supplied by the Federal Gov- 
ernment. 

Governor Leaper. Yes, sir. At that time the Federal Government, 
the Department of Agriculture, was considering cutting these stand- 
ards and did cut them some, but we worked out a compromise which 
I thought was fairly réasonable. 

Right now we are working on the matter with the area supervisor 
up there, and they are again trying to curtail the amount of distribu- 
tion of surplus food in Pennsylvania. We are under considerable 
pressure on the matter. 

Last March I delivered an economic message before a joint session 
of our general assembly, and in referring to the distressed areas, I said 
this: 

They drain our unemployment compensation fund—and incident- 
ally, we just moved into the next higher schedule in unemployment 
compensation, and if we drop another $50 million in our fund, we 
will go—or rather, $45 million in our fund—we will go into the final 
bracket, which means that all industry in Pennsylvania will go to the 
2.7 rate. 

They draw millions of dollars from our public assistance appropria- 
tions. They cannot pay their way in the public economics of the 
private industrial enterprise of this State. More important still, we 
have an interest, as the fellow citizens, of the people of the areas 
affected. We owe it to them; we owe it to our belief in this society, 
that we not stand by unmoved and unconcerned while hardship is vis- 
ited upon several hundred thousand Pennsylvania homes, while whole 
communities deteriorate and decay, while we develop ghost areas in 
whole counties and in whole regions of our State. 

To assist these areas and to foster industrial and general economic 
growth and stability throughout all of Pennsylvania, I have submitted 
an economic development program to our general assembly. It is made 
up of quite a number of factors, but briefly, I think I can summarize 
by saying there is a research section which provides $500,000 for coal 
research, both economic and new uses for coal, possibly through— 
possibly in the chemical industry. It provides for a geological survey, 
$400,000 as a beginning, to be worked out in conjunction with the 
Federal Government, who would do it on a cost basis, in order that we 
can find just what of the newer minerals we have in Pennsylvania 
that may be useful in attracting industry. 

It provides for financial assistance in urban redevelopment in order 
to make some of our communities that have deteriorated a little more 
attractive, which is important. 

It provides for financial aid to the local industrial development 
groups in Pennsylvania which are quite good. I think we have prob- 
ably some of the outstanding local industrial development groups in 
the country. 

Most everyone, I think, is familiar, for example, with the Scranton 
plan. It provides for an industrial development authority about 
which I will talk a little later on. 

We have quite a substantial program there. Some of it has passed 
the House of Representatives and is before the Senate of Pennsyl- 
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vania. A good portion of it, in fact, is before our senate, where it has 
comniaal in committee. 

In my message, I made this further point: Gradually, slowly, pain- 
fully, the Nation is beginning to realize that these areas are areas of 
economic decline, and in a period of national prosperity they are a 
national problem, too. 

Early in March, prior to my message to our general assembly, your 
Joint Committee on the Economie Report recommended a loan and 
technical assistance program, and the President’s economic message 
had dealt with the general problem of distressed areas. 

That problem, as a national problem, shortly after received formal 
legislative recognition in a bill which Senator Douglas and his col- 
leagues introduced in July, Senate bill 2663, and in the companion bill, 
House bill 7857, which our Representative Flood introduced in the 
House. 

This was real encouragement to us, and we look forward to par- 
ticipating with the Federal Government in the programs we trust will 
grow out of this fact. We were glad to note, also, the recent intro- 
duction of a bill on the same matter by Representative Fenton of 
Pennsylvania, the sponshorship of the Eisenhower administration. 

I am aware of the fact that Congressman Flood and Mr. Lurye 
Matheson, Mr. William O. Sword, Mr. Irving F. Wingeard, ap- 
peared before this committee and have given you a great wealth of 
information. There is no need to amplify this rich body of detail, 
but I think the situation can be summarized in this manner: 

There are, according to the most recently available data, 19 major 
labor market areas in the United States classified as having a substan- 
tial labor surplus. That is 6 percent—that is 6 percent or more of 
their labor force unemployed. 

Five, or one-fourth of these areas, are in Pennsylvania. There are 
74 of the smaller labor market areas classified as substantial labor 
surplus, and 9 of those are in Pennsylvania. 

hree of Pennsylvania’s five major labor market areas with a sub- 
stantial labor surplus have had such a surplus for more than 3 
years—Altoona, Seranton, and the Wilkes-Barre-Hazleton areas, and 
those are very important areas in our State. They are not minor to 
any degree. 

Four of Pennsylvania’s nine smaller labor market areas with a sub- 
stantial labor surplus have had it for more than 3 years. Clearly, 
Pennsylvania has a very large share of the Nation's labor surplus 
areas. With only 3.5 percent of the national labor force currently 
reported eee 5.5 percent of the Pennsylvania labor force is 
unemployed, or roughly, about 10 percent of the national total. 

The decline of anthracite production in markets, the growth of 
mechanization in the mining of bituminous coal, technologic ‘al ¢ hanges 
in other industries, such as steel, the dieselization of the railroads, mi- 
gration of the textile industry, ‘these, as you have been told, are the 
basic causes behind unemployment in Pennsylvania, and its chronic 
persistence in several sections of our State. 

This, of course, has meant a staggering burden on the financial 
resources of State and local governments in Pennsylvania for unem- 
ployment compensation and public assistance. It has left the State 
and local governments with the problem of providing public facilities 
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and services without the sound and productive tax base which more 
stable and prosperous economic conditions create elsewhere. 

It has meant the outmigration of thousands of families. It is the 
principal factor behind the failure of Pennsylvania’s population 
growth to keep pace with that of our neighboring States, except for 
West Virginia. 

Your Area Assistance Act, S. 2663, goes directly to this general 
problem and, in my judgment, holds real promise of practical and 
effective assistance. The provision for industrial construction loans, 
section 8, is directly pertinent to the need. 

I should like to refer to that again in connection with our own simi- 
lar proposal shortly to be taken up for action in the Pennsylvania 
General Assembly. Equally pertinent, of course, is the proposal under 
section 14 that rapid tax writeoffs heretofore available for only de- 
fense industries now be made available to all new industrial facilities 
to be located in the depressed areas. 

It is our considered judgment, based on extensive industrial develop- 
ment contacts that without question this device will attract a wide 
variety of new industries to distressed areas. Like other provisions 
of the bill, this may seem to some to be extreme, but it is not. 

Perhaps one which could be seriously entertained, except in the fact 
of what the data show to be a very desperate need. This type of tax 
concession capitalizes fully on the initiative and ingenuity of industrial 
management, most industrial expansion being financed from corporate 
reserves and borrowings. 

What makes this provision additionally attractive is that given 
peace, conservation projections point to a secular continuation of the 
expansion of national industrial capacity we have witnessed since 
World War II. 

This means inevitably vast numbers of new industrial plants, many 
of which can find solid locational advantages in our distressed areas. 
Thus, it is not at all unlikely that we can, within the foreseeable future, 
through this device and other provisions of the bill, and the related pro- 
grams of distressed area communities, and their respective State gov- 
ernments, achieve the economic redevelopment of these areas and 
finally solve the problem. 

A major provision of S. 2663, in fact, one for which half of the 
$200 million which the bill would authorize for its purpose, does not 
deal with industrial development, as such, and deals with grants and 
loans for the construction in distressed areas of public facilities of 
State and local governments where such facilities will be effective in 
alleviating unemployment and where they could not come into being 
through normal Federal, Federal-State, or local financing. 

This provision is, in my judgment, especially well conceived, for 
it relates to the deterioration of the tax base and general public finance 
picture of local government in distressed areas, and where such areas 
are highly populated and numerous, as in Pennsylvania, to the im- 
paired financial resources of the State itself, which I mentioned earlier. 

In Pennsylvania, we are at the moment involved in a most difficult 
effort to raise new tax revenues in the amount of $465 million for the 
1955-56 biennial budget. This is probably 3 or 4 times the amount 
of new revenue that we have had to raise in any previous biennium. 

Sizable as that budget is, it was prepared with the unavoidable 
omission of millions of dollars worth of highly desirable and urgently 
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needed public facility projects. Our needs in the field of schools, 
general hospitals, mental hospitals, penal institutions, other public 
buildings, secondary and aa roads, bridges, the removal of anthra- 
cite coal banks, slum clearance, housing, are far beyond the capacity 
of the State and local government to finance in the years just ahead, 
but in the meantime, existing facilities break down and population 
grows, and the needs ae 

The provisions of S. 2663 would be intensively used in Pennsylvania. 
It w ould create substantial amounts of employment in the distressed 
areas very quickly. Equally important, it would make them more effi- 
cient and pleasant places in which to live and work, and thus make 
them ne attractive to industry. 

By contrast, we observe that many new industries that want to come 
into Pennsylvania prefer to come into the southern part of the State, 
which is already industrialized and highly prosperous, in preference 
to going into the anthracite or the bituminous areas where we reaily 
need them most. 

The two provisions of the bill dealing directly with matters of hu- 
man, personal distress in depressed areas, the provision‘ for the 13 
weeks of supplementary Federal unemployment compensation pay- 
ments upon expiration of standard benefits, and the liberalization of 
surplus food distribution regulations are worthy of earnest support. 

I might add, too, I think what happens to those States that have 
large numbers of depressed areas is this: Obviously our unemploy- 
ment compensation rates must go up, by necessity, in order to keep 
the fund sound, which is looked upon by outside industries as a form 
of taxation. 

As we beget more and more depressed areas, instead of becoming 
more attractive, at least in this respect, we become less attractive as 
a location for new industry who look on it on a bookkeeping basis. 
This is something that, if we could work it out, if someone could con- 
ceive—and perhaps Senator Douglas, who is a great student of this 
field, has a plan—if we could work out a program that would permit 
an equalization in payments of unemployment compensation over the 
Nation, it would relieve a great burden on the States that are over- 
loaded now with peeple on unemployment compensation rolls. 

We would slag Heasttie endorse section 15 of the bill, providing for 
additional vocational training facilities in the distressed areas. The 
retraining of workers displaced from employment in mining and nen 
industries undergoing readjustments is a vital need in these area 

The availability of vocational training facilities has proven to he a 
very tangible industrial advantage in those communities where they 
exist in Pennsylvania. The provision of additional such facilities in 
distressed areas, especially in light of changing industrial technology, 
can mean the creation of a new industrial resource upon which they 
can build. 

Members of Congress and Federal procurement officials are more 
than well aware of Pennsylvania’s keen and even vociferous interest in 
the matter of channeling Federal procurement contracts into dis- 
tressed areas. Admitting the complexities, legal and administrative, 
we have been disappointed time and again at what we had hoped 
might be finally some tangible results on this score. In fairness, we 
would want to add that increasingly, we have found a sympathetic 
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understanding and reception among Federal agencies to whom we 
have made overtures on the matter. 

These explorations, however, have led us to the firm conclusion that 
unless and until, through explicit Federal enactment, procurement 

agencies feel they have a clear-cut power and direction to use the 
procurement device for this purpose, little can be accomplished. 

Section 11 of Senate bill 2663 would appear to be the Satis for pro- 
viding the link that has been missing. Tn light of the dollar magni- 
tude of Federal procurement and the likelihood of something like 
current levels of expenditure during the years just ahead, there is the 
opportunity here for a rapid and substantial buttressing of the econ- 
omies of our distressed areas at little or no additional cost to the 
Federal Government. 

Production on Federal contracts and subcontracts offers valuable 
opportunities to manufacturers already in distressed areas and to 
those who would be willing to locate in them, in terms of stabilization 
of operations, expansion of facilities and employment and, not least, 
even entry into new product fields tied to the dynamics of modern 
research and development. 

Finally, section 7 of the bill, providing for loans for industrial con- 
struction, goes to the very core of the need, direct provision of facil- 
ities for new industrial and commercial enterprise. New industrial 
facilities mean new activity in a prime economic field, and thus the 
generation of still other opportunities throughout the entire business 
community of the distressed area. 

They replace the economic base of the area lost, as in Pennsylvania, 
through the decline in anthracite markets, mechanization, migration, 
and the other factors I have mentioned, and they are needed funda- 
mentally. 

During recent months, I have had occasion, personally and through 
assistants, to learn intimately of the achievements of community in- 
dustrial development organizations in Pennsylvania to meet and talk 
with many of their executives. 

Some of those groups have been in existence for as much as 10 years, 
and have developed a wealth of experience that I think is peculiar 
to Pennsylvania. During October of last year, I held public hearings 
on a regional basis at Erie, Johnstown and Wilkes-Barre, dealing with 
industrial development at which dozens of these community leaders 
and industrial development leaders made statements. 

Our Department of Commerce services industrial development 
organizations generally over the State, and in recent months has been 
in more or less continuous contact with those from our distressed areas 
in an effort to refine the industrial development financing legislation 
we have pending in our general assembly. 

Since World War II, some 80 industrial buildings have been con- 
structed and put into operation in Pennsylvania, financed by commu- 
nity organizations through a combination of local subscription funds 
and private long-term mortgage borrowing, generally from local banks. 

A vast amount of this has been done in our 6 anthracite counties, 
where over 60 plants so financed are in operation today. While the 
communities of these counties for the most part remain in the “F” 
category, with over 12 percent of the labor force unemployed, they 
have, by their own bootstraps, made a major step forward in the 
redevelopment of their economic base. 
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The community industrial development organizations of these areas 
are more vigorously at work than ever before in efforts to attract new 
industry, but they have told us repeatedly that they tend to run out 
of money and/or credit with which to finance new industrial construc- 
tion projects, and that they could attract new industries much faster 
if they were in a position to provide the buildings. 

They find it difficult to return too frequently to the community and 
subseription drives. Funds on hand are none too plentiful. Previ- 
ously raised funds are tied up in projects already financed, and local 
banks tend to reach their ceilings for long-term mortgage loans of this 
type. 

Lower loan ratios result and necessitate larger injections of commu- 
nity funds. 

Out of our discussions on the problem with these groups, we have 
fashioned new legislation now pending for financial assistance from 
the Commonwealth on these community industrial construction proj- 
ects. Our proposal specifically anticipates and provides for participa- 
tion in the Federal program which, we trust, will develop from 
Senate 2663. 

We are saying this: The Commonwealth, through an industrial 
development authority in this piece of legislation we are now propos- 
ing, will provide up to 30 percent of the cost of construction of an 
industrial development project in the form of a second mortgage loan 
where the community industrial development agency has 20 percent 
available in the property that would be raised from subscription 
funds or funds from a responsible industrial tenant, and the balance 
available from responsible financial sources on a first-mortgage basis. 

The banker or insurance company would put up 50 percent on a 
first mortgage. The State would take a second mortgage for 30 per- 
cent, and the local community industry would put up a final 20 percent. 

We have also written into that a sort of a grandfather clause. 
Since these communities that have been working on this, particularly 
since 1946, have pretty much drained the community of the funds that 
they can collect on subscription, since they are drained, we have put 
a sort of a grandfather clause in this legislation, too, which will per- 
mit us to go up to 30 percent into these old projects, and will give the 
community, in turn, some of this 20 percent money that they will need 
to build on top of their present program. 

An initial appropriation of $5 million is being sought to conduct op 
erations through May of 1956. We would hope that we could make 
available about $5 million a year for the next 3 years. You can 
compute rather quickly what $15 million would mean in terms of 
representing 30 percent of a total investment. 

Senator Doverias. Have you been able to get your legislature to 
act on this? 

Governor Leaver. This actually is in the nature of a compromise. 
Our first program that we took to the legislature about 6 months ago 
provided for $20 million, where we would creat an authority, and 
where we could have gone up to 100 percent of the cost of industrial 
projects. 

We ran into some difficulty in that. We passed it through the 
House and failed in the Senate, and after holding this series of public 
hearings 3 or 4 months ago, we got the feeling from these local in- 
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dustrial development group leaders—and they are pretty keen peo- 
ple—they have had vast experience in this field—that they don’t want 
us to do the whole job. 

They said, “Just give us that final bit, that topping that we need 
to make 100 percent, to finance the industry.” ‘So we worked for sev- 
eral months; our constitution in Pennsylvania makes it a little hard 
for us to draft this type of legislation. 

We have been working about 2 or 3 months now and have finally 
completed a piece of legislation which simply says, “We will go the 
30 percent; you got the 20; have the bank, private banking or insur- 
ance companies, go the other 50.” 

This is in the nature of a compromise, and I would hope that we 
will be able to pass it. 

Senator Dovucias. Thank you. 

Governor Leaper. We have no guaranty, of course, that we can. 

1 believe that the community ‘industrial development groups in 
Pennsylvania’s distressed areas have more than proven their ability 
and willingness on the score of self-help. 

I believe the Commonwealth will set AN be in that position. 
Thus we do not appear before this subcommittee seeking a handout, 
but as people deeply involved in what has been recognized as a na- 
tional problem, from a Commonwealth where for several areas the 
various programs envisioned in S. 2663 could mean economic sal- 
vation. 

I believe we all now recognize that in whatever State these depressed 
areas exist, they present a ‘problem that is too large for any 1 commu- 
nity, any 1 State, or the Federal Government alone to cope with. A 
solution will take a joint attack by all of them. 

In Pennsylvania, the depressed-area communities, as 1 have said, 
are, if not broke, short on funds for industrial development. After 
having repeatedly passed the hat for nickels and dimes and dollars, 
they have come to us in Harrisburg with their problem, and for the 
first time their State government has said “Y es, we will help; not with 
lipservice, but financially.” 

But our own funds in the State government are not adequate, and 
so we now appear here seeking Federal funds and participation. In 
doing this, we believe we are ‘not pleading the case of the depressed 
areas in Pennsylvania. 

I think with automation and changes in our industrial technology, 
changes in reciprocal-trade agreements from time to time, changes 
in tariff policies, changes of energy sources, I think that we are going 
to have depressed areas shifting from one section of the country to 
the other, and I don’t think we are merely pleading our own case or 
even the case of just the depressed areas now in existence, but I think 
we are laying out here—I thing you are laying out here—and I heart- 
ily support it—a program that could cope with depressed areas all 
over the country, as they develop, as a result of these adjustments 
that are bound to take place. 

What we need is a program, a pattern for action, a set of tools for 
use in combined local, State, ae Federal approach. In developing 
the financial proposals I have described above, we have become acutely 
conscious of the high value and enormous political effectiveness of 
voluntary community effort in our areas of economic distress. 
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In the provision that the Administrator under 5. 2663 shall appoint 
tive citizens as a local industrial development committee in an area 
he designates as depressed, the bill adele contemplates making full 
use of this resource, and, as in our supplementary proposal, the com- 
mittee itself becomes the focal point for action and responsibility. 

Accordingly, I appreciate the opportunity you have given me to 
express our views on the bill. I realize that it is of necessity broadly 
written and that many of the specifics operationally will emerge only 
after enacted, when its administration begins. 

However, in each of the fields in which it proposes action, it has 
realistically geared to what we in Pennsylvania believe to be the best 
opportunities for achieving the economic development of our chroni- 
cally depressed areas. 

I am very grateful to you, Senator Douglas and Senator Neely, 
for permitting me to come down here and make this presentation to 
you, and if there are any questions that I would be able to answer, 
I would be more than delighted to do so. 

Senator Doveias. We appreciate your coming very much, Governor, 
Your testimony has been very helpful. 

Senator Neely ¢ 

Senator Nrety. Governor, has there been any great improvement in 
Blair County since the 29th of last March, when we held our hearing 
in Altoona? 

Mr. Davurn. I believe, Senator, that the area went from an “F” to 
an “E” area in the last classification. There has been some improve- 
ment, yes. 

Senator Nree.y. It was proved during the Altoona hearing that un- 
der the Pennsylvania unemployment law the Servicemen’s Readjust- 
ment Act of 1944 and the Veterans Readjustment Assistance Act of 
1952, the unemployment compensation paid in Blair County in 1952 
amounted to $1,065,000. 

In 1954 it was $2,692,000, or an increase of more than a hundred 
percent. 

Governor Leaver. Senator, Altoona, which is the county seat of 
Blair County, is basically, as you know, a railroad-shop community, 
and they have one’ of the most effective of the newer industrial- 
development groups right in Altoona, and I think they have brought 
in a half dozen or more industries in the last few years, and their 
director was one of the people who stressed the fact that we are now 
to the point where we need more money or credit in order to continue 
to function. 

Senator NeeLty. Governor, in your opinion, would not the enact- 
ment of the so-called Douglas bill in its present form be of great service 
in alleviating distressing unemployment in Pennsylvania ¢ 

Governor Leaver. It most certainly would. It is not something un- 
tried. It has worked on a limited scale at the local level, even when 
they had to go out and collect nickels and dimes, and they have done 
it, literally, taken nickels and dimes off the paychecks of the people 
who were fortunate enough to have a job each week who work there. 

It is bound to work on a larger scale. You are simply multiplying 
programs a thousandfold at the Federal level what these people have 
been able to do so successfully on a limited scale at the local level. 

These communities must be made attractive in a sense that some 
other competing community is not attractive. I think obviously the 
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low power costs, for example, in the South have taken some of our 
textile industry out of Pennsylvania. Now, we are not complaining 
about that. We recognize the South needed industry, too, but I am 
simply saying here you are saying to these areas, “You now have an 
advantage; you will now be giving them advantage that does not now 
exist, at least not in this magnitude to bring industry in.” 

Industry doesn’t locate in a distressed area or anywhere simply 
because they—simply by whim. It is a bookkeeping decision. It is 
an accountant’s decision, and when they see an opportunity of this 
type that is going to mean more dollars to them to locate in distressed 
areas, that is the only basis on which we are going to attract them. 

We can put out the most beautiful brochures in the world. We can 
g° on television and radio and tell them how badly we need them, 

ut we have got to convince them that they need us. Then they will 
come into our area. That is the kind of a bill that will, in no uncer- 
tain terms, convince industry that they need us, and I am speaking 
of the depressed areas, wherever they may be in the United States. 

Senator Neety. Thank you sincerely, Governor Leader, for your 
valuable contribution to the committee and the country. 

Governor Leaper. Thank you, Senator. At least I am sure that 
Pennsylvania is very proud of Franklin this week. 

Senator Doveras. Governor, I wondered if I might raise a tech- 
nical question with you. 

The bill, as it is presently drawn, confines loans which can be made 
to the financing of plant and buildings. It has been suggested that 
these purposes should be broadened to include machinery and equip- 
ment as well as buildings. 

Do you have any opinion on that? 

Governor Leaver. There are some industries—the steel industry, 
I think, would be a good example of it—where the building, itself, is 
rather an infinitesimal part of the overall cost of construction, but we 
have found that our depressed areas, from what we have attracted 
there, have been more the metal fabrications, electronics, food process- 
ing, and what I think we would call the lighter industries, and they 
have been most successful in building what they called the “shell,” 
simply the outer structure, without even a floor in it, because they are 
not sure what the floor requirements are going to be. 

They have actually gone out and said, “Now, we have a shell,” and 
this may mean 6 months to an industry, and when they are thinking 
of new construction, sometimes 6 months means a great deal to them, 
and then they work out a proposition to lease and sell them—lease or 
sell them this shell that has worked in Pennsylvania. You are get- 
ting now into a larger thought, and perhaps we ought to raise our 
sights. 

We haven’t been able to raise our sights above the shell in Pennsy]- 
vania. We are thinking in terms of $5 million a year. Perhaps this 
would be an area in which only the Federal Government would be 
big enough to get into it, and if you could, you certainly would be 
going way above and beyond what we have been able to think of in 
Pennsylvania and at the community level. 

It could conceivably be a great thing. For example, the port of 
Erie is now being developed, with the development of the St. Lawrence 
seaway. We are spending a good bit of money up there. They have 
a natural harbor there. We appropriated in 1953 $214 million to 
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protect that natural harbor, to rebuild and strengthen Presque Isle, 
which forms that peninsula which forms that natural harbor. 

There is no reason in the world why Erie should not have a stee! mill. 
Erie is the third largest city in Pennsylvania. If Erie had a steel 
mill—it is a pretty fair industrial center now—but it would become 
a greater industrial center. 

Our program would not be big enough, in my opinion, to think in 
terms of anything like that. Your program would be big enough. 
Someone might want to build a steel mill on the port of Erie. There is 
certainly millions of tons of ore being dumped there now, temporarily 
stored until they take them by railroad down to Youngstown into 
Pittsburgh. 

These bigger projects—and when you get into heavy industry— 
might very well be attracted in the depressed areas if you could get 
into the machinery aspect of it. 

Senator Dovetas. Of course, appropriations are so limited that I 
think it would be improbable that even a Federal appropriation would 
do it, because it would require such an enormous amount of money 
to set up a steel mill, and the ratio of capital per employee, as you 
know, is very, very high. 

Governor Leaver. Yes. 

Senator Dovenas. So that with the bill as it is now drawn, limited 
to $100 million, I doubt if even the Federal Government could do that, 
but it could perhaps take on not only light, but intermediate industry. 

Governor Leaver. Yes. It is merely a matter of how far you are 
going to be able to go with the funds that are available. 

Senator Dove.as. Governor Williams said that he thought it would 
be desirable to have closer cooperation with the States than is provided 
in the present draft of the bill. He suggested a consultation between 
the Federal agency and the States, an that applications at least be 
channeled through the Federal Government to a State body, the State 
not being given any power to veto the proposal, but being given the 
opportunity to comment and recommend disapproval or approval. 

Do you have any opinions on that ? 

Governor Leaver. I think it is a good proposal; yes. It certainly 
would do two things: It would help to tie it into any State proposals 
that come into existence, and it an further press States who haven’t 
thought about the problem to act. 

I think it is necessary to provide that the States who wouldn’t act 
either could be eae by going directly to your local community, or 
that—well, that they would almost be forced intoit. I don’t think they 
should become a bottleneck, if I may use that term. 

Senator Dovenas. Yes. In other words, their failure to act should 
not be permitted to interfere with Federal action. 

Governor Leaper. Correct. 

Senator Doveras. But where they are willing to act, they should 
be accepted as equal partners. 

Governor Leaper. Yes, sir, Senator, I think so. I think if you 
could build an alternative into it that where the States are working 
effectively in the field and have legislation, you would work through 
them, and where they don’t, I think it might be well for you to reserve 


for the Federal Government the privilege of going through or by- 
passing them. 
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Senator Doveras. Well, I think you have stated my position. As 
you know, the President’s Committee on Intergovernmental Rela- 
tions, which was headed by Mr. Kestnbaum of Chicago, said that 
one reason appeals were made to the Federal Government for action 
was because in many cases States had refused to act in areas that 
should be their concern. 

Apparently with the vigorous administration that you are giving 
in Pennsylvania, you are filling that vacuum with activity, so that 
the case for direct Federal aid is decreased but the opportunity for 
partnership is opened up. 

Governor Leaver. Yes, sir. I think you should be prepared for 
both situations. For example, in the event that I should fail to get 
a program through the legislature, I would hate to feel that we in 
Pennsylvania would not be able to participate in your program. 

Senator Doue.as. I was wondering about this: I didn’t quite dare 
to ask so delicate a question, but I noticed you seem to be extremely 
confident about your ability to get this bill through the legislature. 
Without wishing to comment on the situation in Pennsylvania, I 
thought that the legislature was somewhat stubborn and recalcitrant, 
reluctant to allow a Democratic Governor to get any credit for his 
full activities, and I wondered whether this was optimism which was 
deep with you or whether it was optimism for the record. 

Governor Leaver. We have a peculiar situation in Pennsylvania. 
I am a Democrat, of course. 

Senator Dovetas. I know. 

Governor Leaper. We have a Democratic house, and a controlled 
house, and a Republican-controlled senate, but in our original indus- 
trial development program, we thought we were doing a very good 
job. 

We had 5 Democratic sponsors and 5 Republican sponsors on 
the original bill for $20 million. We couldn’t get it out of commit- 
tee. We should have had 10 Republicans cosponsor the programs. 
This bill is also going to be introduced into the senate, the second 
bill, and we have indications that we will get some Republican 
cosponsorship. 

When you introduce bills in that manner in Pennsylvania, they 
normally move. We could be disappointed again, but I doubt that 
we shall. I think we do have a fairly good chance of passing this bill. 

Senator Doveras. Well, we will await developments not only with 
interest, but with hope. 

Governor Leaver. Thank you, sir. 

Senator Doveras. We will next hear from two illustrious gentle- 
men from the State of Minnesota, my distinguished colleague, Sen- 
ator Hubert H. Humphrey, and Gov. Orville L. Freeman. 


STATEMENT OF HON. HUBERT H. HUMPHREY, A UNITED STATES 
SENATOR FROM THE STATE OF MINNESOTA 


Senator Humpnurey. I have a prepared statement that I would 
like to read at this time. 

Mr. Chairman, it is a pleasure to be back before your committee. 
Only recently I testified at more length in support of the measure 
before you, S. 2663, known as the depressed areas bill, which I have 
the honor of cosponsoring. 
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I appreciate your courtesy in arranging this special hearing aimed 
at seeing how the measure might specifically help some of our prob- 
lem areas with a higher than normal degree of unemployment, such 
as northern Minnesota and northern Michigan. 

I am more than pleased at having our very able Governor, Orville 
L. Freeman, here with us today, and I shall defer to him the bulk 
of the testimony about current conditions in Minnesota. I under- 
stand that later this week the committee will also hear from Con- 
gressman John Blatnik, the able representative from our district 
in Minnesota most concerned with this proposal, as well as from 
Mayor George Johnson of Duluth, one of the areas that would likely 
be eligible for participation. 

However, before calling upon our Governor, I should like to make 
a few suggestions for caetetie of this committee in final draft 
of the bill—suggestions aimed primarily at adapting it closer to 
specific needs of Minnesota, yet which I believe will apply with equa! 
benefit in other areas. 

As I mentioned in my previous testimony, the criteria for desig- 
nating a depressed area eligible for assistance must take into account 
seasonal operations. I believe it also should take into consideration 
some of our marginal rural areas, where part-time farming is the 
practice. For that reason I suggest that on page 3, under section 
6 (a), we should add, after line 14, a new item as follows: 

(3) A substantial and chronic rural underemployment program in marginal 
farm-forest areas, where off-farm work is an important part of farmer income. 

I believe it would also be helpful to broaden the scope of the bill 
to the limited extent necessary to permit encouragement of cooperative 
business ventures as well as private business devélopment where it 
would serve the same purpose of increasing employment. 

While we want to encourage private business investment and de- 
velopment in our problem areas of employment wherever possible, 
circumstances in some of these areas make it appear possible and 
plausible to organize local cooperative enterprises in many instances 
where private firms would not be interested in a new venture. To be 
sure, the main emphasis of the bill should be for private investment. 
This should not, however, prohibit assistance to cooperatives. 

To provide leeway for aiding cooperatives as well as private firms 
under this act, I would suggest that on page 5, line 1, under section 
8 (a) (3) the words “or other non-public” be inserted after the word 
“private.” 

I also suggest that on page 5, line 16, section 8 (b), you eliminate 
the words “cost of construction” and insert the words “total capital 
investment” so that assistance would not necessarily be limited to 
construction for new enterprises. 

My interest in seeing this measure broadened to include cooperatives 
is sparked in part by the hope it could Po the means of estab- 
lishing a cooperative pulp plant and paper mill in northern 
Minnesota. 

Such an enterprise would not only provide additional employment 
in an area needing it, but provide an added outlet for timber farmers 
suffering from idieiesidtibesiiaa and lack of adequate marketing 
opportunities. At the same time, a cooperative enterprise in the 
paper-production field would provide a badly needed yardstick for 
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establishing fair returns to timber farmers. Soaring newsprint prices 
at a time of low prices to pulpwood producers is evidence more com- 
petition is needed in the paper industry. 

As I mentioned in my previous testimony, it might be better to 
seek some new designation for this bill so as not to adversely reflect 
upon some areas of the country. I do not like to think of our great 
iron range and cut-over area of Minnesota as a depressed area. 
Rather, it is an area with far greater industrial and resource develop- 
ment possibilities than now being adequately utilized to provide full 
employment for people of the region, and to permit it to make the 
full contribution to our State’s expanding economy that its potential 
development could make possible. 

It is my hope that the helping hand of the Federal Government 
under this bill, working with and through our State and local govern- 
ments and civic groups, can assist us to achieve that great potential. 

Senator Doverias. The Senator from Minnesota suggests that we 
find some other name for depressed areas. It reminds me of under- 
takers of the country having become morticians. 

Governor Freeman ? 


STATEMENT OF HON. ORVILLE L. FREEMAN, GOVERNOR OF THE 
STATE OF MINNESOTA 


Governor Freeman. I have a prepared statement here which I have 
brought with me. _I don’t know how long the Senator has been sitting, 
and if you prefer I can paraphrase this, or go over all of it. 

Senator Doveras. I have to take the floor shortly after 12. But it 


will be some minutes after 12. You have come a long distance. I 
think we should exercise equal courtesy so that you testify as you 
wish, Governor. 

Governor Freeman. The area in question here, that I refer to as a 
cut-over and mining area is the “Northeast Resources Area” of our 
State. It includes 16 counties. I won’t bother to read them. 

As Senator Humphrey pointed out, it is rather ironic that this area 
which I believe has a very great potential and is of great importance 
to not only Minnesota, but to America as a whole, should be on what I 
believe to be a temporary basis, a distressed area. 

Senator Dovetas. Are those 16 counties confined exclusively to the 
area north of Lake Superior, or do they include some counties between 
Duluth and Minneapolis? 

Governor Freeman. They are primarily north, Senator. 

There are some, indeed, that are south that might be included, that 
IT am not including in the figures presented here. 

Senator Dovexas. This is the so-called iron range country? 

Governor Frreman. Iron range and cutover country, yes, sir. 

In this area, I might say, this has been one of the great timber 
areas, once logged out, now grown back. Today in Minnesota, we are 
using only 60 percent of our annual yield in our forests. These figures 
are in here. We could expand 40 percent more and still be on a sus- 
tained yield basis. 

This is one of the resources. Also this is the area that iron ore has 
come out of. The taconite potential is virtually limitless, as you Sen- 
ators know. And in addition there are substantial deposits of other 
low-grade minerals. Manganese is one that I am now advised by 
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Manganese Chemical Corp. has developed a method of processing man- 
ganese which will compete with imported ore, — that substan- 
tial investment for a large-scale operation can be made. 

And so it is somewhat ironic. The utilization of these resources, 
| think, is basic to the future development of our State. We feel 
very bright and optimistic about it. These same resources, I think, 
are fundamental and important to the Nation as a whole, and yet 
this area, in terms of its people and constant employment, suffers 
considerable difficulties and comes within the definition of the bill. 

Now, to specify just a few things here rather quickly—specific 
things—objective evidence as I call it here. There has been an out- 
ward migration from this area of more people than have migrated 
from our State as a whole, showing quite clearly that there are not 
adequate employment opportunities. 

The figures which are on a table here show that in terms of our own 
department of public welfare, dependent children, relief recipients, 
and general welfare recipients, there are greater demands upon both 
local and State authorities in this area as documented by a table on 
page 3, than in other parts of the State. 

The per capita income in this area is less—approximately $100 
less—than the average of the State, and of the total personal income 


in Minnesota, which in 1954 totaled $4,890,300,000, only 12.9 percent 
was earned by the people in this area, with, as I say, a lower per capita 
return. 

There were 28,000 initial unemployment insurance claims filed dur- 
ing 1955 in northeastern Minnesota. This represents approximately 
20 percent of Minnesota’s 139,000, although only 13 percent of the 


population lives in that area. 

Between 1953 and 1955, the mining industry has shown a decline 
in its employment levels of 20.3 percent, and yet this decline took 
place at a time of expanding iron ore production. Another example 
of technological change—and perhaps “automation” wouldn’t be too 
misused as a word to describe what is taking place in the iron ore 
industry. 

In addition, the Senator might be advised that iron mining, of 
course, takes place only during the summer. This means that during 
the winter period you tend to have unemployment. This is defi- 
nitely an industry subject to seasonal fluctuations. And of course, 
winter is the time when personal needs and costs of living are the 
greatest. 

Also, the slump in farm prices and its effect on agriculture has 
been especially acute in this area. While the decline in the number 
of farms in Minnesota as a whole from 1950 to 1954 was 9 percent, 
in the northern area the decline was from a low of 15 percent to a 
high of 43 percent, varying with the different counties. 

This high percentage of decline in farming is due to the slump in 
farm prices. These family farms on the poor, less productive soils 
feel the economic pinch of declining produce prices first. During a 
time of high prices they make a bare living. When prices decline, 
they are immediately squeezed out of business. 

Iso, this country has only a 100-day growing season as compared 
to a 160-day growing season in the southeastern part of the State, 
which accentuates the problem. 
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Now, in terms of what could be done in this area, Senator—and I 
believe that this bill would contribute to the balanced development 
of this part of our State and Nation a great deal—I have already 
mentioned timber. You will note on page 5 we have the figures in 
connection with the allowable cut. On page 6, we make some specific 
recommendations where different kinds of wood-processing plants 
could and should be located, where there is adequate labor, adequate 
know-how, and where there are adequate raw material supplies. A 
substantial expansion of our wood-processing industries is certainly in 
order. 

We are working on that through the Iron Range Resources and 
Rehabilitation Commission. We have helped finance, as we can only 
do on pilot projects, certain new kinds of hard board and other new 
technological products. But there is a shortage of pulp; there is a 
shortage of paper; and in a number of these areas, with capital assist- 
ance, we believe substantial expansion could take place. 

In addition to the forestry, let me again mention manganese. This 
is a fascinating development. I am informed that an investment of 
$15 million in a large-scale plant would result in producing metallurgi- 
‘al manganese for use in our steel industry at a price which when 
increased richness is considered is competitive with foreign areas. 

When the increased richness of the resulting product is taken into 
consideration, and with a large enough plant estimated at $40 million, 
then domestic manganese could compete on a dollar-and-cents basis 
with foreign ore. Actually it can more than compete, because the 
domestic ore would be a 65 percent quality product as compared to the 
import which is presently 48 percent. We have the largest deposits, 
I believe, of manganese in the entire country. 

There are some other things that we believe would be economically 
feasible, such as a frozen-foods processing plant in Itasca County, 
where there are many vegetables that can be effectively grown in that 
area. Then there is a pharmaceutical manufacturing firm at Bau- 
dette, Minn., which is making a drug used in heart cases which could 
expand. The market has been such that an additional 120 people 
could find employment there if capital were available. 

Now, also, I have listed in terms of public works on page 8 a series 
of different public facilities that are needed, that cannot be financed 
now primarily because of debt limitations, that we have been trying 
to change in our own legislature but have not been able to get changed 
to date. 

Most of these municipalities are limited to a 20 percent of assessed 
valuation maximum debt. The result is that they cannot finance them- 
selves in some of these things that they otherwise would. Others 
simply do not have the tax base, especially where the rich iron ore is 
being depleted and they are having a fierce struggle to even maintain 
their current operating level of government in the local areas. 

On the last page, to reiterate, you will note the percentage figures 
of unemployment by way of ratio which shows that this entire area 
has an unemployment in excess of the 9 percent which, as I understand, 
has been the criterion for a year period that this committee has chosen. 

It has varied from a low of 9.3 to a high of 25.7. 

I do believe most sincerely that this act could be of tremendous as- 
sistance, administered in cooperation with our State facilities—local 
units of government, in developing a raw-material-rich area with a 
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tine labor force into a balanced industries area which then could make 
a great contribution to the country as a whole. 
Senator Doveias. Thank you very much, Governor. I appreciate 
your testimony. You have been of great help to us. Thank you. 
Governor Freeman’s complete statement will be placed in the record 
at this point. 


PREPARED STATEMENT OF Hon. OrvILLE L. FREEMAN, GOVERNOR OF THE STATE OF 
MINNESOTA 


Gentlemen, I appreciate the honor of appearing before your committee in sup- 
port of your bill to establish an effective program to alleviate conditions of exces- 
sive unemployment in certain economically depressed areas. I will present to 
you in my analysis certain conditions in the State of Minnesota which I believe 
will merit your consideration within the purposes of this bill. 

For the purposes of this analysis, I will refer to the cutover and mining are: ; as 
the Northeast Resource Area and define it as 16 counties: Aitkin, Becker, Bel 
trami, Carlton, Cass, Clearwater, Cook, Crow Wing, Hubbard, Itasca, Kooch 
iching, Lake, Lake of the Woods, Pine, St. Louis, and Wadena. 

The economic aspects of this area of the State are generally dependent on the 
area’s natural resources, which are basically mining and forest products supple- 
mented by the tourist trade. The great contribution by these fine people in the 
Northeast Resources Area to our social, cultural, and economic activity have 
been overshadowed in recent years by the lack of steady and year-round employ- 
ment, which compels them to either ‘seek other areas for work or request public 
assistance. 

With the great technological and metallurgical advancements made in our 
basic industries today, these people are faced with problems beyond their ability 
to solve satisfactorily. That people with a high degree of intelligence and a 
willingness to work and provide adequate homes, the necessities of life, and 
some degree of security for their declining years, are denied that opportunity by 
the nature of employment potentialities, presumes a serious problem and one in 
which I feel that assistance can be given under the Depressed Areas Act. 

This Northeast area of Minnesota contains natural resources vital to the 
future prosperity of all America as well as Minnesota. Abundant forests, ade- 
quate water supply and tremendous deposits of many kinds of minerals, low- 
grade only until technological advances as in the case of taconite makes it 
economic to exploit them—all these resources so essential to an expanding in- 
dustrial economy and population are found in the area toward which we request 
your attention today. 

It is in a sense ironic that an area so rich in resources and so vital to the 
future prosperity of our State and Nation should be today a distressed area. It 
is my sincere convictiqn that the Douglas-Humphrey bill (S. 2663), combined 
with a variety of State and local programs, will make possible balanced develop- 
ment of this area to the benefit of all concerned. 

Economic data on population, migration, income, employment, unemployment, 
industry, agriculture and public assistance generally indicates the northeast 
area as a problem section of Minnesota, relative to the high level of industrial 
activity in the remainder of Minnesota and the United States. 

Basically this sector of Minnesota has a serious unemployment problem dur- 
ing the winter months which is directly related to the seasonal industry and 
climate in the area. Assistance in the form of new diversified industry would 
provide considerable help in stabilizing its economy. The development of the 
taconite industry has provided a temporary impetus to economic activity in 
Lake and Cook Counties which has shown up significantly in the economic indica- 
tors of this area. 

Permit me to relate for you some of the objective evidence which supports this 
analysis: 

(1) In the Northeast Resource Area, excluding Cook and Lake Counties, there 
has been a total outward migration of 11,000 people since 1950, and a total migra- 
tion out of the State of 45,600 people—which shows a disproportionate amount 
relative to the population in this area. The conclusion here is that a sub- 
Stantial number of people migrate out of the area because of the poor employ- 
ment opporuntities and, therefore, are forced to seek opportunities in other 
labor markets. 
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2) A further result of distress and unemployment in the area is that a large 
number of those people left in the area are forced to seek aid from local welfare 
and relief agencies. The Department of Public Welfare of the State of Minne- 
sota reports that 6,385 dependent children in this area are presently being carried 
as case loads in the distressed counties. In money alone, $14,270,200 annually 
is being spent for welfare purposes in the above-mentioned counties for 23,471 
recipients. 

I would like to point out that these people are living on a bare subsistence and 
pose a real serious problem in their communities in terms of civic responsibility, 
law enforcement, and education. This problem also creates a substantial tax 
load in these counties with welfare tax levies running all the way from 11 mills 
to 52 mills in this area. The above-mentioned facts can be readily seen by re- 
ferring to the chart below. 

r 
ae heeteien) sic Popu- 
1958 taxable | Seater Federal | fare [eipients) Sours | esanty" 
aluation welfare load in all share | 1950 
; census 


" . 
County vv in 
mills cate- | 

gories | 


Aitkin $2, 187, 703 | $544, 324.75 | 5 852 $102, 642. 96 14, 327 
Becker ___- ' , i 9, 939, 905 | 854, 278 = | 1,507 213, 821.43 | 24, 836 
Beltrami... . well 5, 609, 882 972,074.25 | 3. 2, 107 169, 367 24, 962 
Carlton. : 10, 496, 182 | 570, 508 } 19. | 917 | 199, 986. | 24, 584 
Cass ‘ | 3, 466, 542 914, 830. 8: 51. § 1, 816 | 189, 181.85 | 19, 468 
Clearwater... ’ 2, 126, 248 | 391, 865. ! 36.01 | 7H4 | 76, 573. 37 | 10, 204 
Cook .. : tien | 1, 342, 944 | 93, 105, 24. 24 | 32, 558. 84 2, 900 
Crow Wing 11, 735, 040 821, 028 95 | 1,385 | 281,030.79 | 30,875 
Hubbard -- - de ‘ 3, 375, 529 309, 482. 7! RO 89, 926. 51 11, O85 
Itasca_...... schsbiteraisa 26, 090, 404 | 752, 570. 8 ‘ | 283, 359. 33, 321 
Koochiching. . ‘ de 4, 764, 329 | 599, 940. 27 | ; 35 | 149, 669.77 16, 910 
ha ‘ i ee 2, 655, 796 134, 056. 5: . 55, 686. 98 7, 781 
Lake of the Woods . 1, O85, 009 181, 144.6 38. | 5 | 41,473.88 | 7,781 
Pine . : Lak : 4, 244, 066 664, 973. 92 35. ! 150, 825. 10 18, 223 
Oe. EMO cteninner ond pli 214, 020,968 | 6, 196, 487. 82 2. 8, 630 | 2, 734, 250.98 | 206, 062 
Wadena...............- | 3,569, 503 269, 527.95 | 19.9 44 |” 71, 


Total.................-.....| 306,710,050 | 14, 270,200. 54 |-.......| 23,471 | 4, 832, 418.00 |......- 


(3) As you gentlemen all know, Minnesota is the greatest iron ore producing 
State of the Nation and, as such, has contributed to the economy and wealth of 
the country as a whole. During the two World Wars and the Korean conflict, 
Minnesota has literally saved the country and is continuing to do so for our 
present national defense in providing iron ore for the blast furnaces of the 
steelmaking industry. Now, it might come as a surprise to you to know that 
the same area in Minnesota that produced 68 million tons of iron ore this last 
season is also the distressed area of the State. 

Of the total personal income of $4,890,300,000 in Minnesota for 1954, only 
12.9 percent is earned by people of the distressed area, and the average per 
capita income there is $1,484, as compared to a statewide average of $1,558. 

(4) There were 28,000 initial unemployment insurance claims filed during 
1955 in the northeastern area of Minnesota. This represents approximately 20 
percent of Minnesota's 139,500 claims, although only 13 percent of the population 
lives in this area. This large number of unemployment claims is in addition 
to the welfare payments and again represents a heavy burden on the citizens of 
the State as a whole. 

(5) Between 1953 and 1955 the mining industry has shown a decline in its 
employment levels of 20.3 percent. This decline took place during a time of 
expanding iron ore pro‘luction. The reason for this decline in employment was 
due largely to increased use of larger and more efficient machinery, and a slight 
decline in underground mining operations. This shows, then, that with an in- 
creased use of mechanized mining methods, the unemployment picture will 
probably continue to grow worse. 

In addition it is worthy of note that because iron ore is shipped by Great 
Lakes carriers, production is limited to the warmer months of the year. Asa 
result, distress and unemployment exist at the time of the year when family 
living costs are the highest due to the high cost of fuel, and winter clothing. 
Therefore, it is absolutely necessary to the economy of the country and people 
of the area to have other industry to fill in the slack period. 
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The decline in employment levels in mining and the employment fluctuation 
due to seasonal factors will continue to have a significant influence on lowering 
the economic stability of communities in this area, with the possible exception of 
those immediate and adjacent areas within the 16 counties which are biessed 
with taconite processing facilities. These areas of taconite activity more closel) 
reach the ideal which we feel should be contemplated for all the people by the 
Depressed Areas Act. 

Accordingly, in nontaconite areas, workers must migrate or live at substandard 
levels not consistent with the economic prosperity in Minnesota as a whole 

To add to the woes of the industrial decline there has also been a very severe 
slump in the farming sections of the area. While a decline in the number of 
farms in Minnesota as a whole from 1950 to 1954 was 9 percent, in the north 
eastern area the decline was from a low of 15 percent to a high of 43 percent, 
varying with different counties. 

This high percentage of decline in farming is due to the slump in farm 
prices. These family farms on the poor, less productive soils feel the economic 
pinch of declining produce prices first. During the time of high prices on 
agricultural products, small farmers in this area make a bare living. 

When prices decline they cannot continue farming and therefore become 
available in the industrial labor market. Another factor affecting farm produc- 
tivity in the northeasteru sector of Minnesota is the fact that we have only a 
100-day growing season as compared to a 160-day growing season in the south- 
eastern part of the State. These small family farms are experiencing a very 
real depression at a time of high economic prosperity in other parts of the 
country. 

One bright spot in the future of this area, in addition to taconite beneficiation, 
and one that your bill would assist greatly, is the further development of the 
forest products industry. Minnesota has a large standing timber supply owned 
by Federal, State, county, and private interests. The large majority of this 
timber supply is located in the 16 northeastern counties. It is a renewable 
resource, presently well managed, with a substantial surplus for industry. The 
chart below points out some significant facts in regard to this resource. 


Corda 
Total volume of all species of timber____--_~-- a eats 87, 723, 300 
RI IE CO tees nce ee ee kee a re 


Actual drain___-- rica 
Total surplus which could be cut 
Pulpwood species only : 
I I ee enas : SPARE 
DT GO Oia ict te inks iin tee See SS 
Actual drain___-_- ace ee . 1,328, 000 
Pulpwood surplus which could be eut__-------~----------- ae 468, 630 


sipvetinns a 1, 870, 000 
ieciatesagaeapeieiip-aeaivasslireimainesiaeiaitaiated oalacen ae 982, 000 


This surplus of forest products is mostly in aspen. The State of Minnesota 
has, to date, through fts Iron Range Resources and Rehabilitation Commission, 
aided in the establishing of markets for wood products by the establishment of 
pilot plants in the wood processing field. 

We have also been responsible for industrial expansion in the forest products 
field by providing survey data, wood procurement information, and other tech- 
nological advice to forest products users. 

The real need now to alleviate excessive unemployment in this depressed 
area is to provide capital for the establishment of additional wood processing 
plants. Some such plants which are needed in the area as recommended to me 
by our Iron Range Resources and Rehabilitation Commission are: 


Pulpwood plant at Duluth, or the north shore of Lake Superior, or at Ely, Minn. 

Pulp or paper mill on the Littlefork River, upstream from the village of Little- 
fork. 

Pole and post treating plant in Bigfork or Effie, Minn. 

Pulpwood concentration yard and peeling machine at Cook, Minn. 

Addition to the Wolmac Co.’s plant at Grand Rapids, Minn. 

Lightweight cement block plant using wood fibers at Bagley, Minn. 


All of these plants would help to use up the surplus wood products available 
in the area and at the same time would provide considerable employment. Not 
only would they provide employment in the plants themselves, but would give 
seasonal employment during the winter months in the woods. Further, it would 
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relieve the small farmer’s plight by providing him with a market for his forest 
products. 

In most of these cases there is some local capital available, but not enough to 
underwrite the entire project. The portion of your bill referring to funds for 
construction where not otherwise available would make possible the enlargement 
of a very much needed secondary industry in the area. 

In addition to the needed forestry products plants in the area, financial aid is 
needed to expand the manganese processing plant on the Cuyuna Range which is 
the country’s only producer of this strategic metal. An investment of $15 mil- 
lion in the Manganese Chemicals Corp. of America would produce a metallurgical 
manganese for use in our steel industry at a price which would approach com- 
petitive foreign importations. 

However, should an investment of $40 million be possible, the Manganese 
Chemicals Corp. could, because of greater volume, produce manganese of 65 
percent quality in comparison with foreign ores of 48 percent, at competitive 
prices which foreign importations could not meet. In addition to implement- 
ing the employment base, it would provide a domestic supply of manganese in 
case of hostilities when foreign supplies would become uncertain. 

Another possibility for this area is a frozen foods processing plant in Itasca 
County which would again provide seasonal employment and a cash market for 
crops raised by the farmers in that area. 

In addition, the Rowell Laboratories of Baudette, Minn., a pharmaceutical 
manufacturing firm doing a $1 million business and employing 40 people, are in 
need of capital for expansion of facilities. This firm is the largest producer in 
the United States and Canada of a drug used in the treatment of cardiac cases 
and the expansion of this plant would result in employment of an additional 
120 people on an annual basis. 

Some of the unemployment in the area since 1951 has been absorbed by 
the construction of the taconite facilities in St. Louis, Lake and Cook Coun- 
ties. Approximately 6,000 people are presently employed in this construc- 
tion work. Upon the completion of these taconite plants a large surplus 
of construction labor will enter the labor market of the area. 

Construction of public facilities, which cannot be financed by local sub- 
divisions of government, could readily absorb this excess labor supply. We 
note in your bill that you provide for assistance to public facilities where 
the administrator acting upon the advice of his advisory committee can make 
loans or grants available where it is reasonably calculated to relieve unem- 
ployment and provide facilities where needed. There is present desperate 
need for the following public facilities: 


Sewage disposal plant, street lighting, water lines, sewers, storm sewers, and 
hospital, Aurora, Minn. 

Sewers, storm sewers, sidewalks, streets, street lighting, and water lines, Ely, 
Minn. 

Electric substation, storm sewers, sidewalks, streets, street lights, Biwalk, Minn. 

Sewage disposal plant, sidewalks, streets, street lighting, storm sewers, and 
hospital, Eveleth, Minn. 

New complete storm sewer system, seal coat all streets, alley paving, water 
system and water reservoir, Virginia, Minn. 

Sewage disposal plant, storm sewers, streets, street lighting, water lines, and 
sidewalks, Hibbing, Minn. 

Streets, sidewalks, street lighting, and alleys, Chisholm, Minn. 

Sewage disposal plant, Gilbert, Minn. 

Sewage disposal plant, Mount Iron, Minn. 

Package freight dock facilities, Duluth, Minn. 

Civie auditorium, Duluth, Minn. 

County courthouse, Walker, Minn. 

County courthouse, Bemidji, Minn. 

County courthouse, Wadena, Minn. 

County courthouse, Park Rapids, Minn. 

Sewage disposal plant and water purification plant, Two Harbors, Minn. 


In addition to these mentioned, there are numerous other such facilities 
needed throughout the area. The reason these facilities cannot be financed by 
local subdivisions of government is that in most cases the present bonded in- 
debtedness has reached the legal limits allowed by law. 

That the northeastern part of Minnesota is clearly a distress area with an 
unemployment ratio in excess of 9 percent will be shown by the following table. 
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Unemployment in the larger communities in northeastern 


Civilian 


Community labor farce 


January 1954 


Bemidji. _ Side J 3, 679 520 

Brainerd - . - on 4,756 ? 

Duluth 43, 902 5, 250 12.0 ; 
Duluth-Superior ?_ - 65, 200 7, 30 12.7 
Grand Rapids 2, 279 360 5 Sh $25.7 
Hibbing. sasditael 6, 834 RSD ] 14.6 
Virginia. 7 5, 348 mn) 9.3 } 11 


| The Minneapolis-St. Paul intilnaiit an area has shown the following unemployment ratios: January 
1954, 5.1 percent; January 1955, 5.9 percent. 
2 Information not available. 
} Represents the Duluth-Superior metropolitan area. 
Includes some unemployed who work outside of the area. 


The unemployment ratio for the larger cities of this area runs from a low 
of 9.3 percent in 1954 to a high of 25.7 percent in 1955. 

The proposed ancillary industries would, therefore, give this distressed area 
an economy with the proper leverage to provide year-round employment and a 
smooth functioning labor market for the important iron mining and steel 
industry. 

I respectfully represent to this committee that the passage of the “Depressed 
Areas Act” is not only in the best interests of alleviating a serious social and 
economic problem for our fellow citizens, but is materially in the best interest 
of the long-range economic future of the Nation. 


Senator Doveras. The committee will stand recessed until further 
notice. 

Before we close today’s hearing, I should like to place in the record 
a statement by Mr. Albert R. Imle, of Hillsboro, Il. Mr. Imle is a 
businessman at Hillsboro and is initimately acquainted with condi 
tions in southern Illinois. He had hoped to be here to appear in 
person before the subcommittee on Wednesday, but was compelled 
to return home to attend to business matters. His statement, I 
might say, is most informative and covers matters not hitherto r: aised 
in connection with S. 2663. Without objection the statement will be 
included in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF ALBERT R. IMLE, HILLSBORO, ILL. 


Senator Douglas and members of the subcommittee, my name is Albert R. 
Imle, and I am from Hillsboro, Ill. I operate a lumber business and hotel there, 
and for a good many years have been intimately connected with the business 
of the 23d Congressional District which embraces 5 counties across south central 
Illinois. I appreciate the invitation to discuss conditions there, and the ways 
in which 8. 2663 would give new life and hope to a sorely distressed area. 

First, I would like to say that I regard the administration’s program as 
disastrously inadequate. It offers “token” help only. It says that the dis- 
tressed areas must rely on themselves for their major help. That is what we 
have had to do for too long. 

We have worked hard, prayed hard for aid, and done the best we can through 
our own resources and energies. We don’t need a sop: we need real help. 
I think that Senator Douglas’s bill S. 2663 gives the right kind of help in ade- 
quate amounts, and I hope that the subcommittee will not be diverted by pro- 
grams to cut down aid and overlard it with phrases about “self help” and 
“local effort.” 

The administration program, I fear, will prove to be another Small Business 
Administration. When that program was passed, small-business men felt that 
here, at last, was a chance to obtain loans in reasonable amounts, with reason- 
able security, at reasonable interest rates. The Small Business Administration 
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has been one of the most dismal failures in the history of government. It has 
done literally nothing. Recently, Congressman Flood of Pennsylvania told you 
the SBA was a bad law, that it built up hopes and then blasted them, that it 
had accomplished no good for the small-business man. To his statement, I 
heartily subscribe. 

In the 15 counties of the 23d District of Illinois, I can recall only one—I repeat, 
one—Small! Business Administration loan, and then the man had to give pluperfect 
security. SBA is paralyzingly enmeshed in its own redtape and regulations. 
I am afraid that would be the same story with the mediocre program proposed 
in lieu of Senator Douglas’ bill. 

When the policy of aiding distressed areas by placement of defense contracts 
therein was announced, there was room for some hope. At least here was a 
policy, as announced, that would offer the small industries some chance to par- 
ticipate in Government contracts, to stabilize their earnings. and their employ- 
ment of labor. Again, the performance was simply dismal. Instead of dispersing 
plants, they were concentrated ; instead of funneling contracts into such distressed 
areas, they were concentrated in other areas. 

In Mount Vernon, the railroad car shops were closed. In a city of 14,000 there 
were 1,200 wage earners who permanently lost their jobs overnight. The ma- 
chinery was there, and skill and labor were there to perform defense contracts, 
The mayor, Mr. Buford, the company, the chamber of commerce and others soucht 
desperately to participate in the program to build railroad cars for the foreign 
aid program, to do defense work—anything. Finally, when it became apparent 
that they would get no contracts of any kind the shops were permanently closed 
and the 1,200 breadwinners were on the streets of Mount Vernon. 

The American Radiator Co. at Litchfield was making aircraft parts on a 
defense contract. It had 750 employees. The contract was suddenly can eled 
out, the work removed elsewhere, and 750 heads of families were without jobs. 
This plant is now listed for sale with no takers. 

Another very fine plant at Fairfield, in the eastern end of the distr ct, has 
been manufacturing parts for automobiles. The beginning of cuthacks in auto- 
mobile employment in Detroit is a warning signal to the district. This plant 
is already down two-thirds in employment, and may soon stop all operations. 
It, like the Mount Vernon and Litchfield plants, is admirably equipped to perform 
some function in the defense program. But its managers have little hope that 
they can obtain a contract, despite the fact that many of the larger companies 
have huge backlogs of unperformed orders which they are reserving to themselves 
and are not subcontracting. 

In this same city, a canvas factory, a drop forge plant, a metal specialty firm, 
and two dress factories have closed. In the nearby town of Nokomis a glove 
company and a garment factory went out of business, and a coal company laid 
off SOO men, quit business and sold its tipple and other equipment for junk. 

I should like to turn now to the economic composition of our area. 

Predominantly we are farmers. The average farm is 115 acres. There is 
some dairying, and we all know how the dairy farmer has been hit. We have 
had 8 straight years of scorcing drought that reduced the corn and soybean 
yields in some instances to as low as 5 bushels per acre. The drought was a body 
blow to the entire area. For example. in 1955 the income from soybean produc- 
tion in Montgomery County—normally a productive and stable farming area— 
was off $5 million. One major chain store in that county, whose name I shall 
not mention, reported to me about 3 weeks ago that its income was off 22 per- 
eent from 1952. This reflects the enormous loss of farm income and wage earn- 
ings in that area. Veople can’t spend what they don’t have, and can’t produce 
or earn. 

For a time, women were able to supplement family incomes by working in a 
number of small dressmaking establishments. Now they are closing. 

Some workers were enabled to get jobs in Evansville, Ind., as plants closed 
up in the 23d district. Recently, the International Harvester Co. closed its 
refrigeration and deep-freeze factory at Evansville. That means that 500 
Illinoisans lost their jobs and will be coming back to the area to exist on what- 
ever means they can find. Men who had gained work in the Detroit automo- 
bile plants now will be returning, since the layoffs have started there according 
to the Wall Street Journal and other reports. 

Two of the counties, Macoupin and Montgomery had an average of 13.3 percent 
unemployment a year ago. This has now been reduced to 9 per cent, not by 
increased industrial activity but by men going alone or moving with their families 
out of the district to hunt jobs. 
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There is some coal mining, but it has reached a disastrous low point. One 
mine group which had 103,000 miners working in Illinois in 1924 now has 10,500; 
another which had 6,000 working in 1950 now has 950 at work. The mines at 
Centralia are down from 143 working to 82. One coal company that employed 
1,693 men in 1950 closed in 1954. This story is general through the mining area. 

Taking the district as an economic entity, when farming is hard hit, coal 
mines close, and small factories cease operations, it amounts to a major catas- 
trophe for every individual who loses his job, all members of his family, and 
the general business community as well. 

Retail sales in Montgomery County are off more than $2 million from 1953; 
in Litchfield they are off $800,000 in the same period 1953-55. Is it any wonder 
that merchants are complaining and hard pressed? In Montgomery County 
1,383 persons are receiving public assistance in some form or another; Fayette 
County, 825; Bond, 576; Clinton, 384; Clay, 806; Richland, 574; Lawrence, 916; 
Marion, 1,864; Edwards, 288; Hamilton, 705; Jefferson, 1,808; Washington, 328 ; 
Wayne, 768; White, 1,127; Wabash, 427. 

This is 12,374 persons. 

I have made some study of the social effects of such economic conditions, and 
they are no more clearly shown than in the migration of young persons from 
the district. From January 1955 to October 1955, 3,160 families left the district, 
or a total of approximately 9,800 persons. They simply were forced to move 
elsewhere to look for jobs. The Hillsboro High School graduated 99 students 
in 1954; of these 25 moved away, 32 found local employment, and 28 went to 
college or into the armed services. The 1955 class of 105 is divided into 21 
who moved away, 38 who went to college, and 29 who found local employment. 
This is a severe loss of youth to any community, and points to a period when 
the community must expect to be largely a community of old persons. Why? 
Because the opportunities for youth, the chance of jobs and homes, has been lost 
in the dry rot of economic reverses. 

Most of the cities and towns have sought valiantly to help themselves through 
local community efforts, as Mr. Goffry Hughes of Southern Illinois, Inc., 
explained to the subcommitte. They have done their best. Mr. Hughes’ testi- 
mony was fully substantiated by two distinguished professors from the Univer- 
sity of Southern Illinois, Dr. William Tudor and Dr. Richard Poston. All three 
men are devoted to furthering the local community effort. But we have reached 
the end of our string. Towns and cities have bonded themselves up to the legal 
limit, and the merchants and businesmen have contributed so often and so 
heavily to local efforts that they cannot be expected to do more. 

Section 9 of S. 2663 would be particularly helpful to our area. One of the 
problems in gaining or retaining any industrial plant is the assurance of an 
adequate water supply. Industrial use of water has doubled and redoubled in 
many instances. The loans or grants authorized by section 9 would permit 
the development of water supplies to induce industry to locate in the area. The 
city of Litchfield is critically short of water; so are Sorento, Panama, and Carlyle, 
as well as other towns. Litchfield and Hillsboro also need enlargement of their 
sas supplies, and expansion of their sewage systems. It is idle to talk about 
these towns providing their own facilities; they have already gone their limit, 
and that limit still does not meet the needs. Carlyle, for example, has been 
40 days without rain or other moisture and the situation is drastic. 

I would like to endorse the suggestion made to the subcommittee by Sen- 
ator Humphrey of Minnesota, that the bill S. 2663 be amended to include author- 
ity to renovate and repair existing factory buildings wherever feasible, and 
to provide for equipment and machinery on a fair basis. 

I wish the subcommittee would also include in the bill a proviso directing the 
Secretary of Defense to require prime contractors to sublet a modest per- 
centage of their work to factories and plants in depressed areas. I am afraid 
that unless this is done, the prime contractors will hoard the work they are 
assigned on contract, and will give no thought to the depressed areas. I 
think that only in this way will you get the dispersion of defense work that 
is healthy for the country and at the same time best from the standpoint of 
defense. It seems to me that it is unsound policy to withhold subcontracts 
from the very firms and factories that, in another emergency, we would be 
forced to rely upon very heavily. In 1942, and again in 1950, the giant manu- 
facturing concerns found themselves utterly incapable of producing defense 
goods in the volume and variety which was demanded of them. Consequently, 
they turned to the tens of thousands of small industries and plants in just 
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such areas, and depended upon them to turn out a tremendous volume of parts 
and accessories. The job was done, magnificently. 

I think it is the most shortsighted policy today to let these small plants 
be pinched off, to permit them to wither and die when they could still be (1) per- 
forming ably for national defense, and (2) making a real contribution to the 
economic health of the Nation. I believe it would be good national policy to 
provide that some reasonable percent of national-defense contracts be channeled 
into the depressed areas. It would help to keep business, industry, and families 
alive there; and it might in the long run save us a very enormous expense in 
reconstituting these factories in any national emergency, starting all over again 
from scratch. 

We are asking for nothing which is not clearly helpful and deserved. It is 
simply a matter of the Congress directing that a small portion of defense con- 
tracts be not so tightly held and/or controlled by the giants of industry. For 
example, to require only 5 percent of the defense contracts held by General 
Motors to be funneled to depressed areas would amount to more than $200 mil- 
lion. It is pleasing to think what this action would do for the hopeful people of 
southern Illinois and other depressed areas. 

They want only the chance to serve along with General Motors! 

Normal dislocations of people occur in many areas as a normal thing. In 
south central and southern Illinois, however, drought and the chronic water 
problem commenced several years ago to create the environment for economic 
instability and the loss of attraction for the area by new industry. At this 
same time employment in our coal mines dropped from approximately 50,000 to 
less than 12,000 miners at the present time. Then the economic squeeze set in 
for our farmers already suffering from drought. It is apparent what this situa- 
tion has done to our small retail business people—they are sorely hit. 

It is difficult adequately to show this true picture following a year in which 
our total economy experienced record production, but I have not overstated this 
case for our south central and southern Illinois region. 

For these reasons I urge the passage of the Douglas bill, S. 2663, without 
delay. 


(Whereupon, at 12:02 p. m., the subcommittee recessed until fur- 
ther notice. ) 
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THURSDAY, JANUARY 26, 1956 


UNIrep STaAres SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
ComMITree ON Lasor AND PuBLic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, in room P-63, 
United States Capitol, Senator Paul H. Douglas (chairman of the 
subcommittee) presiding. 

Present: Senators Douglas, Neely, and Kennedy. 

Also present: Stewart E. McClure, staff director ; Roy E. James, mi- 
nority staff director; John S. Forsythe, general counsel to the commit- 
tee; Frank V. Cantwell and Michael J. Bernstein, professional staff 
members ; and James J. McTigue, consultant. 

Senator Dovaras. The subcommittee will come to order. 

Our first witness this morning is Congressman James E. Van Zandt, 
of Pennsylvania. Weare very glad indeed to have you, Congressman. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. Mr. Chairman, I appreciate the privilege of ap- 
pearing before this committee for the purpose of discussing re 
tion designed to assist depressed areas. As you probably know, 
introduced legislation on the subject in the 8 3d Congress, and ot rsa 
duced the same bill in the 84th Congress. 

Speaking frankly, I was amazed at the lack of interest in this sub- 
ject, as far as the House of Representatives is concerned, and I was 
unable to secure hearings on the legislation. 

I was told, in answer to my request, that there was more important 
legislation on the agenda. ‘The result is that no action has been taken 
on my initial bill, H. R. 8680, introduced in the 84th Congress, which 
convened as you know, January 5, 1955. 

On January 9 of this year, I introduced H. R. 8223, an administra- 
tion bill which in my opinion is an improvement over H. R. 8660, which 
I introduced last year. 

At the moment I am in touch with the chairman and members of the 
House Banking and Currency Committee, and have a commitment 
that hearings will be held on ‘the general subject of depressed areas 
probably in March. 

I am not here to claim pride of authorship for legislation to aid 
depressed areas but rather to give my support to any legislative pro- 
posal that will provide relief to those areas. 
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If you want my frank opinion, I think that legislation designed to 
relieve distressed areas is just as important as a lot of the legislation 
that today is being given front-page coverage by the newspapers of 
the Nation. ! 

As many of you know, I represent a congressional district in Penn- 
sylvania whose economy is dependent upon the coal and railroad 
industries. 

Testimony taken in my congressional district at a public hearing of 
the Neely subcommittee last year described the plight of American 
citizens who find themselves unemployed and forced to exist on un- 
employment insurance, public-assistance benefits, and surplus com- 
modities. 

Since the end of the Korean war due to the transition from a war- 
time to a peacetime economy in the central Pennsylvania area for a 
period of over a year, we had over 18 percent of our employables 
unemployed. This condition brought hardship and suffering to thou- 
sands of good American families. Happily, we have experienced a 
marked recovery and today unemployment is less than 5 percent in my 
congressional district. 

Mr. Chairman, I feel I could be charged with base ingratitude if 
I failed to mention the cooperation we received from various agencies 
of the Federal Government, as well as industries, in our efforts to 
restore our economy. But most of all, I want to salute the courage 
of the people themselves who united in forming community organiza- 
tions with the result that they effected recovery literally “by their 
own bootstraps.” 

The job of recovery, however, is not 100 percent complete for we 


still have the scars of depression, in ghost towns, — ated dwell- 


ings, blighted areas, and good Americans forced to live on public 
assistance and surplus commodities. To complete the job we require 
patience and an understanding of the problem by government both 
at the State and national level. 

As mentioned previously, I am glad to have the opportunity to 
testify to the immediate need of a Federal program to assist depressed 
areas, and if I am of any assistance in hel ing to focus attention 
on distressed areas, I feel my time has been well spent. 

Mr. Chairman, in conclusion, while it is true that the unemploy- 
ment problem in my congressional district is not as acute as it was 
following the Korean war and is improving generally throughout the 
Nation, in this pushbutton era, who knows when distressed areas will 
mushroom again and plague us with their evils of want, privation, 
and sorrow. 

Therefore, by assisting the present group of depressed areas 
through the establishment of a permanent Federal program, we are 
fortifying this Nation against area depressions at a time when the 
rest of the country is in a prosperous condition. 

It is for that reason that I support any legislative proposal that 
will provide relief for depressed areas. 

Senator Doveias. Thank you very much. 

Your district is the so-called Altoona district ? 

Mr. Van Zanpvr. My district comprises Blair, Central and Clearfield 
Counties. Altoona is the largest city in the three-county area. 
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Senator Doveias. We are all very pleased that the railroad shops 
up there are working to greater capacity. 1 understand they have 
= aa order which keeps them going. 

Mr. Van Zanpr. Yes, sir. There is a tendency to refer to them as 
car shops, to the contrary they are railroad shops in general. They 
not only repair and manufacture cars, but also repair and manufac- 
ture other equipment needed by the railroads. 

Senator Doveras. Is there any fear this contract may be a one- 
shot contract and may not be renewed, or that further contracts may 
not come after this contract is fulfilled ¢ 

Mr. Van Zanpr. Mr. Chairman, I cannot speak for the manage- 
ment of the Pennsylvania Railroad, but there is on record, with the 
Office of Defense Mobilization, applications for a fast tax writeotf 
that approximates $103 million. It covers about 13,500 new cars 
of various types, and with the exception of 2,400 the balance will be 
constructed in the Altoona shops. 

Already some of these cars are on order, and I understand the re- 
mainder will be ordered this calendar year. 

Senator Dovéias. Thank you very much, Congressman. 

Mr. Van Zanpr. May I continue? 

Senator Dove.as. Yes, indeed. 

Mr. Van Zanpr. In addition to the fast tax writeoff that I men- 
tioned a moment ago, which represents about $103 million worth of 
car construction, the Pennsylvania Railroad has just about completed 
a large car repair shop; near Altoona it is, about 3 miles in length, and 
is a welcome addition to the shops we have in Altoona. Therefore we 
feel, from a railroad standpoint, that the future holds much promise 
of employment. 

In addition, through the collective efforts of the citizenry of Al- 
toona, $1 million was raised in voluntary contributions by payroll 
deductions. To date we have brought to Altoon in recent years 10 
new industries, representing approximately 4,000 jobs. 

s ae Dovetas. Is this organization the Altoona Enterprises, 
ne. 

Mr. Van Zanpr. Yes, sir. 

Senator Doveras.° Has the money for that been raised entirely by 
payroll deductions? 

Mr. Van Zanpr. Yes, sir. 

Senator Doveras. Have the banks contributed to this fund? 

Mr. Van Zanpvr. They contributed, as did the individual businesses 
of the area, but mostly it was the individual contribution. . 

Senator Dove.as. Yet it is your feeling that despite this effort by 
the citizens, further State and Federal aid is need 

Mr. Van Zanvr. Definitely so, Mr. Chairman. When I speak of 
Altoona, of course, I speak of just a small portion of my congressional 
district. To the north of Altoona we have Clearfield County, and the 
economy there is based on mining. Some years ago we lost prac- 
tically all of our shaft mines, and we are today primarily depending 
upon stripping operations. We ran into a problem in October and 
November of having no coal cars to deliver the coal to the consumer. 
We corrected that, however, by bringing together the management of 
railroads, representatives of the coal industry, as well as Government. 
with the result we are moving a lot of coal out of Clearfield County 
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and it is providing some employment, yet we still have a lot of unem- 
loyment in Clearfield County, and it is a poe such as provided 
definitely be helpful to 


y legislation for depressed areas that will 
Clearfield County. 

Mr. Chairman, we have there ghost towns and dilapidated build- 
— We have a group of older people who are forced to depend 

ipon public assistance. I am firmly of the opinion the economy of 

learfield County has to be rehabilitated and to do the job right, 
that legislation affording relief to depressed areas will be extremely 
helpful. 

Senator Doverias. Thank you very much, Congressman. 

We are very happy to welcome here Congressman Melvin Price, of 
the Illinois 24th District. He is very much interested in this legisla- 
tion, as all other types of beneficial legislation. We are happy to 
welcome you, Congressman. 


STATEMENT OF HON. MELVIN PRICE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Price. Senator, it is a privilege to appear before your com- 
mittee. I appreciate the privilege of doing so. 

I think that the Senator himself is about as familiar with: my area 
as Iam. Fortunately, we are not in the distressed status that some 
other areas are, Representatives of which have probably been before 
the committee during the consideration of your bill, but we have faced 
the brink economic disaster in our area. 

Senator Douctas. We have gone to the brink of disaster and fortu- 
nately we have been able to escape it; is that true? 

Mr. Price. Like some others, we were fortunate in having some- 
thing pull us from that brink and save us. It may be wise to consider 
that our economic well- being is not so automatic or not so much a 
product of normal] life that some of the statements this year seem to 
argue. It is true that we are in a period of general economic well- 
being. We do not have, in my opinion, what can be called a peace- 
time economy, not with defense expenditures running at the rate of 
$35 billion a year, and not with the new 1957 budget, asking the 
Congress to vote $42 billion in new obligational authority for major 
national security and international programs, as opposed to $36 billion 
actually voted in the fiscal year 1955. 

A substantial part of our employment, it seems obvious, is supported 
by heavy defense expenditures. I do not suggest that these expendi- 
tures are wrong. Indeed, as a member of the Armed Services Com- 
mittee of the House, I have been apprehensive and I hav been among 
those who have criticized some of the reductions in defense budgets. 
Some of these have been belatedly restored, fortunately, but we are 
frank with ourselves if we do not recognize that the situation we are 
now in, however essential, is not what we would have thought of as 
normal in the years before World War II, or even before the Korean 
conflict. 

We are still compelled to retain approximately 3 million people 
in the Armed Forces, and this has something to do with your general 
economic well-being, and these are removed from the civilian labor 
force. 
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Again, I do not complain, and I am apprehensive about some of the 
reduction still dictated by what seems to many to be budgetary, rather 
than defense considerations, but the employment of that large a group 
in noncivilian activities is rather new in America, however long it 
may have to be continued, 

Our picture, it seems to me, is that we have great latent strength 
in our economy, great stored-up demand for schools, highways, and 
hospitals, but that we would have to move quickly to make sure of 
meeting these needs and meeting the needs of the people for employ- 
ment, 1f, even despite heavy military spending, there should occur 
such a recession as that of 1953 and 1954. 

There is no assurance, certainly, that such a recession might not 
occur, or even that it might not be worse than that of 1953-54. The 
fact that immediately concerns us is that all communities and all 
areas are by no means sharing equally, even in the economic well-being 
we now enjoy. In the hearings before the House Armed Services 
Committee, we were told by Defense Department spokesmen that con- 
tracts have had to be routed to 47 areas of substantial unemployment 
to meet the terms of the laws requiring aid to such areas. This figure 
of 47 localities still suffering joblessness on a scale that requires special 
consideration came directly from the Department of Defense. 

There are, as we understand, two general ideas about the kind of 
new assistance that should be given to areas where unemployment is 
both heavy and long-continued. The bill you are considering here 
seems much broader and more realistic than what I think we may 
consider to be from official messages, the administration proposal. 
The authorization of $200 million out of the revolving fund bor mm 
to communities suffering deterioration is surely not excessive, although 
it is four times what the President asked. Equally important, it seems 
to me, is the provision of this bill, Senate 2663, for supplementary 
unemployment compensation, the 13-week addition to the usual State 
period, where laid-off workers are undergoing retraining programs 
to fit themselves with new skills for new jobs. 

A mine may close down because its veins have run out or a company 
has been mismanaged, or a mill may be closed because of high elec- 
tricity rates and shortsightedness of management in refusing to mod- 
ernize. The blow strikes most heavily on the workers, and when a 
community is struck by several such events upon the community at 
large, or on its merchants, and the workers and their wives, the chil- 
dren, the nearby farmers who have supplied that community. 

Even when and if new industries come into a depressed area, it may 
be entirely a different kind of industry from that in which the avail- 
able jobless workers were skilled. They need retraining if they are 
to make their part as self-respecting competent wage-earning em- 
ployees of the new industry, and it is little enough for us to assist 
tiiem in retraining by extending by the 13 weeks proposed by this bill 
the duration of jobless insurance that they may receive. 

I make one other suggestion along the lines of testimony that al- 
ready has been given by other witnesses: The importance of writing in 
some provision to induce or persuade the Department of Agricul- 
ture to liberalize and broaden the regulations under which they will 
distribute surplus foods for people in the depressed areas. We should 
not require a family actually to be on relief before it is eligible for 
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some small share of the vast quantities of surplus foods stored in 
Government warehouses, which the Department tells us merely de- 
presses the market for current crops. 

We probably need a very large-scale program of surplus food dis- 
posal, broader than would be practical under the limitations of the 
subject we are now discussing, but at least the laws should spell out an 
effective liberalization of the surplus-food program for the depressed 
areas. 

It is my guess that scarcely a Member of Congress comes from a 
State where he is not familiar to some extent with pockets of economic 
misery and distress. Sometimes these may be attacked through mini- 
mum wage laws including broader coverage, but for the most part, 
these areas victimized by the departure of industry, by the disappear- 
ance of natural resources, the Federal Government needs a distressed 
localities law. 

It is justified both on economic and humanitarian grounds, It will 
help the States and the localities lift these otherwise doomed areas 
out of their rut. 1 hope that from these hearings a bill that may be 
generally acceptable will emerge and that action will be taken by 
the present session of Congress. 

Senator Dovugias. Thank you, Congressman Price, very much. 
Your testimony is very valuable. You have had a great deal of ex- 
perience in industrial centers. You have watched the situation in 
Southern Illinois very closely and we are deeply indebted to you. 

Mr. Price. Thank you, Senator. 

Senator Dove.as. The next witness is Congressman Charles W. 
Vursell, of the Illinois 23d District. 

Congressman, we are very glad to have you with us. 


STATEMENT OF HON. CHARLES W. VURSELL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Vurse.it. Mr. Chairman, members of the committee, I appreci- 
ate the opportunity of coming before you this morning to discuss this 
distressed area legislation and to express my personal interest in 
some constructive legislation at an early date along this particular line. 

I realize that any legislation enacted will encompass all of the 
many distressed areas in the United States which I understand prob- 
ubly exist in 175 counties through the Nation, some being in more seri- 
ous economic distress than others. 

We have many counties in Southern Lllinois which would come 
under this category, the condition of some, of course, more acute than 
others. 

I feel sure the members of this committee, and the Members of the 
Congress realize in their approach to this problem that it will take 
broad and comprehensive legislation, that must be spelled out in very 
definite language, after very careful consideration, which will serve 
to give adequate safeguards against waste of funds for the commu- 
nities, the States, and the Federal Government participating therein. 

I think such proposed legislation, if it is to render permanent and 
long service to the communities aided, must be based on the philosophy 
of helping the people in those areas to help themselves. Only the 
community in which the people are willing to help themselves can, or 
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will, receive the most lasting benefits, which is the purpose of such a 


The task, while necessary, is difficult and is a very great challenge. 
| regard it as the first major effort to initiate a continued and long- 
time policy and procedure, in its purpose to bring all of what mi he 
be termed “the economic blight areas of the Nation,” to a reasonably 
prosperous level. 

It is fitting at this time because of the general high prosperity of the 
Nation as a whole, Its laudable purpose is to give the —— in these 
areas an opportunity to share in the a bountiful prosperity. 
Throughout the many years past, we have had these distress area 

‘kets, and little has been done to rehabilitate them economically ; at 
east no substantial continuous effort. 

This may be a goal that cannot be reached, but if we make a broad 
effort, after careful planning, based on sound policies, it does offer the 
challenge of great possibility for economic improvement of these areas. 
May I say because of the rush of other work I have only had time to 
casually read two of the bills which have been introduced, and I’m not 
in the position to discuss them in detail. I shall only discuss the prin- 
ciple of such economic relief. 

At this point, 1 know you have under consideration, among others, 
the rather comprehensive bill introduced by Senator Douglas, seeking 
to bring about economic relief to such areas. 

President Eisenhower last year recognized, and brouglit into being, 
a committee directing it to make a thorough study of these areas, and 
to bring back to him a report of conditions upon which information the 
executive department and the Congress could consider legislation in 
this session. Asa result of this action, the President has recommended 
some broad outlines in his state of the Union message, calling the 
problem to the attention of the Congress in the hope that legislation 
may be passed that will help to alleviate conditions in these areas, and 
get them on the road to economic improvement and rehabilitation. 

I assume consideration is being given to a bill introduced by Senator 
Smith of New Jersey, joined by a number of Senators as sponsors, 
which I understand fale to implement the thinking of the President. 
I am glad to note the Congress is showing a willingness and determina- 
tion to move forward in such an effort. 

Speaking with particular reference to southern Illinois, may I say 
that nearly all of the distress areas in my State will be found in the 
23d and 25th Districts. While we have some economic distress in the 
23d District, which I have the honor to represent, the major part of it 
falls in the 25th District, to the south. 

The diminution of coal production, which has been rather consistent 
over the past few years, largely brought about by the shift from coal 
to gas and oil products, has seriously contributed to the general unem- 
ployment condition in the 25th District, which is rather acute, and is 
seriously affecting the economic condition in that area. 

_ Lam glad to note that the bill, introduced by Senator Douglas, which 
is now before this committee is receiving major attention. 

While much has been done by the various chambers of commerce, 
and the businessmen of the areas in question, it is apparent that their 
efforts are not sufficient, and there must be a cooperative effort on the 
parts of the Federal Government along with their efforts, because of 
the magnitude of the job that should be done. 
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Your committee has heard so much testimony as to the distress area 
of Illinois, and the number of people out of work, that I will not 
burden you, or the record, with trying to add to the volume of evidence 
brought to your committee. 

I do want to discuss a few isolated spots that appear in my 23d 
Congressional District. 

There has been considerable distress at Litchfield, Il., because of 
the closing down of a war plant, throwing about 500 people out of 
employment. Since water is so important as an incentive to the 
location of industry, I should like to say that with a small amount of 
financial aid from the Federal Government to the citizens of Litch- 
field to help them with a rather large program of impounding water 
for municipalities they have under iomdilegation, we could furnish 
an incentive to Mayor Yaeger, the City Council and the Chamber of 
Commerce of Litchfield, which could more than solve their labor prob- 
lem. They are willing to carry, locally at least, four-fifths of their 
financial burden, and a small amount of financial aid would put them 
in a position to attract industry that would like to move in if they 
had a sufficient water supply. 

May I say I have had many conferences with the mayor of Litch- 
field. They are now on the way to financing a $114 million, or $214 
million project—I do not recall which—for impounding water. I 
would guess that probably a $200,000 grant would put them over the 
top, and I notice both the members of the committee here, Senator, 
you and Mr. Price, know that Litchfield has a lot to offer from the 
standpoint of location, good labor, and all the things that go with it, 
so I just throw that in as a suggestion. 

There is another small project, Rend Lake, in which many people 
in Jefferson and Franklin Counties are interested, which would be 
helpful from a standpoint of water for municipal purposes, recreation, 
ak could also attract industry. 

As you know, Mount Carmel is located on the Wabash River, and 
at the suggestion of some of the leading citizens over there, some 
months ago, I have been looking into the proposition with the Army 
engineers to see if it might be possible to make that stream navigable 
from Lawrenceville, Ill., south to the Ohio. If that could be done it 
would furnish cheap water transportation on both sides of the river 
in Illinois and Indiana, for the moving of industry and farm com- 
modities. It would be helpful to the entire area. 

I would like to say that it would be rather a large undertaking I 
fear, and from my initial talks with the Army engineers I would say 
that the approval of the project does not look too promising. Yet, 
if we get to moving in a bold way in southern Illinois, it might be 
that their interest could be quickened to the — where serious con- 
sideration might be given and something could happen. Something 
could happen that would bring about the results that they so much 
desire. 

In Mount Vernon, IIl., there has been much distress as you know, 
Congressman Price and Senator Douglas, because of the fact that 
the Mount Vernon car shops closed down there some 2 years ago, 
throwing out of employment about 1,500 people. 

I will say Mount Vernon has an active and alive chamber of com- 
merce that has raised a considerable fund to attract industry and 
being one of the most progressive cities in southern Illinois, the citi- 





AREA REDEVELOPMENT 287 


zens make every effort to help themselves and are making a determined 
tight but would welcome some assistance in welcoming industry there. 

I would like to discuss for a second the possibility of the further 
exploration of the oil industry in southern Illinois to the land now 
being held by the Government, including particularly the large for- 
est preserves there, and to some extent the Crab Orchard preserve 
there. 

I would like to point out to the committee that beginning in 1987, 
the exploration and production of oil became a very important indus- 
try in southern Illinois. 

The finding and production of oil has spread to about 25 counties in 
that section of the State or more, and many thousands of wells have 
been drilled and several thousands of wells are in production, pro- 
ducing large quantities and small quantities of oil, which, all one 
together, makes a rather tremendous production of oil. There is some 
oil produced in the 25th District which contains most of the labor 
distressed area in Illinois. Thousands of men have been employed at 
high wages and millions of dollars worth of oil is being produced 
weekly throughout the present entire oil producing area. The thought 
came to me that with a little closer cooperation of the Government, 
with the oil industry, that exploration of oil could be stepped up and 
if found on Government lands which mostly lie south of the present 
productive area, that this would furnish a tremendous economic stim- 
ula and employ many thousands of workers. 

The production of oil first puts money into the pockets of the 
farmers who own the land through their leases and through royalties 
assigned t those who desire to make such leases. 

It would bring prosperity to all businesses, large and small in the 
entire area and go a long way toward relieving the entire economy, 
if sufficient production of oil could be found in the area. 

I have been in touch with the Department of the Interior several 
times to determine, in looking into this matter, and to find that the 
Government’s forest reserves covering parts of a number of counties 
amount to 210,846 acres, that up to the present time they have ap- 
proved only 39 mineral leases, some of them for oil and some for other 
minerals, covering only about 14,401 acres of that land. 

In addition to the forest preserve acreage I find that the Crab Or- 
chard area, mostly located in Williamson County in one of the most 
acute distressed areas, has 44,000 acres of land with two large lakes 
covering several thousand acres. 

While the main purpose of the Crab Orchard is for wild life and 
recreation, yet I understand that some of the present cities surround- 
ing it depend upon it for much of the municipal water supply. I 
understand also that in this area the Government buildings are being 
used for 19 industries located there now employing 3,000 people and 
that another industry will open early in the spring, a dynamite man- 
ufacturing plant, which will employ possibly a few hundred more. 

I also learned from the Department this morning that there are 
applications for 14 leases now pending before the Department of In- 
terior for oil and gas, minerals, et cetera, by oil men seeking an oppor- 
tunity to explore for oil in the particular Crab Orchard area. 

Of course, I am aware of the fact that recreation is one of the main 
purposes surrounding the entire Crab Orchard area. I am also mind- 
ful of the fact that one might think that great destruction would be 
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done to the forest reserves there, but I think that you. Senator Doug- 
las, know, and possibly you, Congressman Price, know, that if you 
drive through, let us say, the 23rd Congressional District that pro- 
duces more than half the oil produced in the entire State of Lllinois, 
that you will find oil wells producing in the middle of the 10-acre, or 
50-acre cornfield or wheatfield, occupying about 10 square feet only, the 
oil going into under-the-ground pipes, out to the proper tanks and 
containers and it looks like there wasn’t much of an oil production 
there, so while it does do a little violence to the land when you go in, 
yet at the same time, if you don’t find oil, that is not much, and if you 
do find it, and if you do find it in quantity, it all is piped underground 
and you would hardly know it. It will not reduce the farming pro- 
duction or acreage and it brings millions of dollars of money into the 
area. 

From our experience in the 23rd Congressional District we have 
been able to observe the tremendous improvement in the economy of 
that entire area since the oil movement started there in 1947. 

Farmers, businessmen, municipalities, all subdivisions of govern- 
ment have been helped as well by reason of the increasing tax base 
and by an increasec' business and increased land values which helps 
in the payment of taxes of the various subdivisions of government. 

I merely raise this question for the consideration of the committee. 

Permit me to suggest that it will take a major effort on the part 
of Congress and the administration to assure much promise of success, 
or permanency. The act passed to relieve the problem, which is na- 
tionwide, should clothe the administrative machinery charged with 
the responsibility with well-defined and definite powers. ® 

Now, Mr. Chairman, I have made several recommendations here. 
I will go just a little farther with my testimony and I do not want 
to burden you with all of it, but permit me to say this: May I suggest 
just a few things that might be helpful: 

1. Favorable freight rates might well be considered for the dis- 
tress areas of the country, inasmuch as these distress pockets become 
a national problem. Why not? Possibly the Congress might want 
to write into the act priority of such applications. 

And in this connection there comes to my attention the great fluor- 
spar mines in Hardin County and other counties in southern Illinois. 
At one time I happened to represent that Hardin County and some 
of the other counties that are in the heavy production of fluorspar. 
I do know something about their problems. I think one of their 
greatest problems is the low import duties, particularly from Mexico, 
and it would seem to me that if we are in a distressed area and we have 
got thousands of good men there, that want to work and have been 
used to working and getting along well in the fluorspar mines that we 
might well raise the import duty and protect our own people in that 
area, and it applies to several other States in the United States. 

I think more attention should be. given to the impounding of waters, 
and stream navigation would attract industry, and would be helpful 
and of lasting benefit to southern Illinois, making navigable the Big 
Muddy River, which would furnish transportation to the Mississippi 
Valley and around. It would stimulate, I think, coal production, as 
it lowered the cost of transportation of coal. I have in mind the 
Kaskaskia River Valley and Carlyle Lake project, just now in its 
beginning, that is bound to attract industries and furnish employment 
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for countless thousands of people that would drive from many miles 
around if we got that great water supply there that Se eg Price 
and Senator Douglas and others of us have been interested in; because 
industry will come to an area that can furnish them labor, water, cheap 
transportation, and power. 

Something will have to be done to develop greater power in southern 
[llinois, to attract industry, as industries move into that section of 
the State, as it appears they would because of the fine quality and 
great production of coal. More power must be provided in order to 
attract more industry to distressed areas in addition to labor, trans- 
portation, coal, water, and power, promptly enough to relieve these 
distress areas, the emergency demands that extra financial incentives 
must be offered by the Federal Government, by the States, and by the 
communities benefited. 

I understand that your bill, Senator Douglas, provides possibly for 
a revolving fund in which the Government would loan to such indus- 
tries 6634 ‘percent with the communities bearing 3344 percent of the 
financial cost. I understand that you also make | provision where that 
ratio cannot be forthcoming from the local communities, but that some 
other approach must be made. It would appear to me that, if we are 
earnest to find an industry that would come into an area and had a 
good background of production and consumer demand for its goods 
and well financed, that we could afford to make more liberal terms on 
a long-term loan. I assume that, of course, that any legislation finally 
passed would provide for the proper pro ratio of funds on the basis 
of need for the various States where programs in aid for the distressed 
areas will be undertaken. 

May I repeat if it is the intention of the Congress to attack the dis- 
tressed area problem in earnest, and carry the effort to a successful 
conclusion, based on sound policies, it will require a bold program and 
the full cooperation of the business and civic leaders of every com- 
munity with which the Federal and State Governments are willing 
to cooperate. 

Senator Doveias. Thank you very much, Congressman. We appre- 
ciate your testimony. We are very grateful to you for coming over 
here and giving us the benefit of your statement. 

Mr. Vursevy. I am very glad to have the opportunity, Senator. I 
wish I could testify more in detail, but I think you know how we are 
being rushed around and maybe later on those things will be discussed 
on the floor of the House when the various bills come before the people. 

Senator Dovcias. Thank you, Mr. Vursell. 

The next two witnesses are Congressman John A. Blatnik of the 
Sth Minnesota District and Hon. George D. Johnson, who is mayor of 
Duluth, which is of course the largest city in that District. I wonder 
if the two of you would be willing to come up and sit together. 


STATEMENT OF HON. JOHN A. BLATNIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA; ACCOMPANIED BY 
HON. GEORGE D. JOHNSON, MAYOR OF DULUTH, MINN. 


Mr. Buatnix. Senator, Members of the subcommittee, my name is 
John A. Blatnik, Member of Congress, representing the Eighth Con- 
gressional District comprising the six counties in northeastern Minne- 
sota, which includes Duluth at the head of the lakes, and also may I 
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say we appreciate this opportunity Mr. Chairman, to testify on this 
very vital legislation to offset, chronic unemployment in certain areas. 

We do appreciate this. 

Excellent statements have already been made by Minnesota’s dis- 
tinguished Senator, Hubert Humphrey, and our able, active young 
governor, Orville Freeman, this past Monday, giving in rather ac- 
curate and complete detail the economic situation which we face in 
Minnesota, particularly, in the northern section of the State. 

It will be our purpose here, Mr. Chairman, to proceed and continue 
along on the theme of how the depressed areas legislation proposed 
by you and under consideration by this committee would be of val- 
uable help and justifiable help to our area. I should like, with your 
permission, to have Mayor George D. Johnson, mayor of Duluth, the 
third largest city in the State of Minnesota, and one which has been 
plagued with a chronic labor surplus problem, present his testimony 
first. 

Senator Doueias. Thank you. We are very glad to have you, 
Mayor Johnson. 

Mr. Jonnson. I would like to express my appreciation to you and 
to the subcommittee members for not only the opportunity but the 
privilege, I might say, of testifying here today. 

The problem pointed up by the findings of fact in the depressed 
areas act are very real in our city and it is my purpose here today 
to indicate how the depressed areas act could help our community and 
to urge the adoption of said act. 

I do not purport to be an expert in thte field of industrial develop- 
ment, but I do have some observations that I feel will be of interest 
to the committee. 

Duluth is 100 years old this year and in those 100 years it has played 
a number of roles and has seen its primary function change from one 
type of activity to another numerous times. Located at the extreme 
western tip of Lake Superior it was in the remote past a fur trading 
center, back in the 15 and early 16 hundreds. Later in the last half 
of the 19th century and with the coming of the timber barons, it 
became a tremendous producer and shipper of lumber, chiefly white 
pine. Then shortly before the complete wiping out of the great pine 
forests, iron was discovered on the Minnesota ranges and as is well 
known Duluth has since that time been a tremendous shipper of iron 
ore. Asa matter of fact, for many decades now we have been second 
only to New York from the standpoint of tonnage handled. 

As may be expected a number of activities satellite to the iron 
mining industry have developed in Duluth over the years and because 
of the beautiful scenery and the wonderful summertime climate in 
our area, the tourist industry has become a major factor in our 
economy. 

However, a really sound, stable dependable manufacturing base 
has failed to develop in Duluth. The only really large manufacturing 
operation in our city is the Duluth works of the American Steel & 
Wire Co., which presently employs somewhat in excess of 3,000 per- 
sons; around 3,500 to be exact. 

As mentioned earlier, much of our economy is satellite to and de- 
pendent on the iron mining industry. I might elaborate on that and 
mention too that much of the cost of State government in Minnesota 
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and a considerable proportion of the cost of local government in north- 
ern Minnesota is borne by this activity. . 

Senator Dovetas. May I interject at this point, Mr. Mayor! It is 
my understanding that you do not have a severance tax on iron ore 
in Minnesota ¢ 

Mr. Jounson. That is correct. 

Senator Dove.ias. The State of Louisiana has a severance tax on 
“oil, but as I understand, you do not have a severance tax on iron ore. 

Mr. Jounson. No, we do not. 

Senator Douaxas. So that the revenues which the State government 
gets from the iron industry is simply its share of general property 
tax? 

Mr. JoHnson. Yes, essentially that is true. 

I mention this iron ore activity because it is obvious that with the 
tremendous tonnages of iron ore leaving northern Minnesota, some 
day that ore will be gone, and with it, much of our payroll and most 
of our tax base. Estimates vary as to when the iron ore reserves in 
our part of the country will be depleted ; as a matter of fact, just about 
the quickest way there is to get into an argument in northern Minne- 
sota is to flatly say that the iron ranges will last any specific number 
of years. However, the huge investment in processes for the bene- 
ficiation of low-grade ore would lead one to believe that management 
in the industry feels that the time is drawing near when some replace- 
ment for high grade ore will become necessary. And with that, I'd 
like to touch a little on the taconite industry and its development in 
our area. 

Mister Taconite, himself, is sitting on my right, so I do not want to 
get into it too deeply. 

Congressman Blatnik, way back in his State legislature days was 
very much instrumental in getting this program under way. Briefly, 
taconite is an extremely hard iron bearing rock which exists by the 
billions of tons in northern Minnesota. Over a period of several 
decades, Dr. E. W. Davis, formerly of the University of Minnesota, 
developed a process whereby it is economically practical to beneficiate 
taconite and to use it in the iron-making process. Up to this point 
approximately one-half of one billion dollars has been invested in 
plant and equipment in the taconite area. If it were not for this huge 
investment, our economic future would be dim indeed. Many, in fact 
hundreds of our building trades people are employed in the construc- 
tion of these facilities. It is my belief that the direct effect of this 
employment plus the indirect effect on wholesale and retail trade has 
favorably affected our employment statistics. Getting down to one 
of the specifics of the depressed areas bill, let me say that much of the 
taconite development was done on a fast tax writeoff basis. That is, 
under the defense writeoff act. It is conceivable that without this in- 
centive, taconite would have developed much more slowly than it did— 
in fact, it is not without the realm of possibility that it may never have 
been developed; and, as noted above, our city and the area have come 
to depend to an appreciable degree on taconite engendered payrolls. It 
is my firm conviction that incentives to private investors of industrial 
development capital are not only desirable but necessary in localities 
such as ours if we are ever to come up to the level of industrial activity 
that we deem essential to the future of our area, and for our people. 
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It is also my firm belief that from the humanitarian, social stand- 
point, as well as from the standpoint of maximum use of that most 
important of all resources, the worker himself, that the retraining and 
extended unemployment compensation features of this bill are abso- 
lutely essential. 

However, at this point in time, and under the exact set of circum- 
stances in which Duluth finds itself, the most important feature of this 
bill is the pool of risk capital that it sets up. 

In Duluth, as in most other places, capital for a relatively safe, 
short-term investment is not difficult to obtain. However, as risk 
increases and as the term of the investment increases, available capital 
decreases. In Minnesota we have a State agency known as the [ron 
Range Resources and Rehabilitation Commission, which is financed 
out of a small tax on iron ore mining. Among its other functions it 
serves as a risk capital lending agency, but its assets are quite limited, 
and, of course, the pressure on this agency for risk capital is terrific. 
However, suffice it to say that our two best postwar industrial starts 
were, at least, partially financed by the IRRC. I refer to Chun Kin 
Sales, which is now the largest producer of oriental foods in the United 
States, and to the Superior Wood Products, which is a successful 
manufacturer of a kind of hardboard. It looks something like mason- 
ite. Both these organizations use locally produced raw material, Chun 
King using vast quantities of locally produced celery and Superior 
Wood Products utilizing the aspen that flourishes on the cutover lands 
in our city. 

I believe that more risk capital of the kind contemplated here will 
result in more industrial starts in our city. 

It is axiomatic that accessibility to mass market, accessibility to 
raw materials, and in general cheap transportation rates, are essential 
to industrial development. Within the next 3 or 4 years the St. 
Lawrence seaway will become a reality, and hopefully, we will soon 
have a 27-foot channel down the Great Lakes. As a matter of fact, 
two of my townspeople are testifying before the Senate Public Works 
Committee on this matter today. 

As you well know, that is leans we just came from. 

Senator Doveias. When the St. Lawrence seaway was first ad- 
vocated, those of us from the Middlewestern States supported it be- 
cause it carried with it the provision that not only should there be 
a seaway, 27 feet deep, to by-pass the International Rapids and to 
deepen the canal on the Canadian side so that ocean-going vessels 
could come in, but also that there should be deeper connecting chan- 
nels between Lake Erie and Lake Huron, and between Lake Superior 
and Lake Huron and Lake Michigan. 

With the passage of the bill, the deepening of connecting channels 
was omitted, so that it would be necessary to get additional author- 
ization for this purpose. 

I would like to ask you, what is the present depth of the canal at 
the Soo? 

Mr. Jounson. Twenty-five feet. 

Senator Doveras. You want to deepen it by 2 feet? 

Mr. Jounson. That is right. 

Senator Doveras. And could you tell us the depth of the channel in 
the Detroit River between Huron and Erie? 





AREA REDEVELOPMENT 293 


Mr. Jonnson. That also I believe is 25 feet. 

Mr. Buiatnrx. Twenty-five downbound, 23 upbound. 

Mr. Jonson. I expect I am in error with res to the Soo. 
There is one lock that is used strictly downbound that I think will 
get down to 27 feet. I think McArthur lock will go down to 27 
eet. 

Mr. Buiatnik. That is right. 

Mr. Jounson. However, that is 1 lock out of a series of, I think, 
6. Then, of course, some of your channels below the locks are best 
described as treacherous. 

Senator Dovetas. Duluth used to be a large wheat-exporting area. 
Is it now? 

Mr. Jounson. Yes, it is. 

Senator Dovenas. Unless the connecting channels are constructed, 
the ships with the 27-foot depths will be able to get into Lake Erie 
but will not be able to get into Huron and Superior 

Mr. Mr. JoHnson. That is right. 

Senator Doveras. So unless the connecting channels are built, a 
large part of the benefits of the St. Lawrence seaway will be lost to 
the Lake Superior region and, I might say, also to Lake Michigan? 

Mr. Jounson. Right. There is one other facet of this thing that 
comes to mind and that is this: In times of national emergency such as 
World War II that extra 2 feet would have been a eon because 


I think every foot of draft on an ore carrier, the average ore carrier, 
represents several thousand tons of iron ore. 

Senator Doveras. Oh, yes. There is no question. 

Mr. Jonnson. In that sense it is quite important. 


Senator Dovatas. The Senator from Illinois voted for the St. Law- 
rence seaway, even without the inclusion of connecting channels, but 
I think that those of us from the regions Lake Huron, Lake Superior, 
and Lake Michigan, which includes upper Michigan, lower Wisconsin 
on Lake Michigan, and Illinois and Indiana— should realize that 
this may not be of much importance unless we get the connecting 
channels through. 

Mr. Jounson. That is correct. The seaway is of benefit without 
the connecting channel, but the use could be vastly increased by the 
deepening of the connecting channels. 

Senator Doveras. It gets us by the low-draft region, by the Inter- 
national Rapids, but it does not provide for the fact that the vessels 
going into Lake Erie need greater draft to go beyond Erie. Unless 
these provisions are made we are likely to find that the regions 
benefited will be the Lake Erie ports almost exclusively and that the 
seaway will serve to bring Labrador iron ore to the steel mills along 
the Lake Erie sector, but will not facilitate the bringing of iron rang 
ore into the steel area of Chicago and Gary or Cleveland and Toledo. 

Mr. Jounson. Yes. That is correct. 

Senator Doveras. Thank you. 

Mr. Jonnson. The opening of the seaway will greatly increase the 
accessibility of Duluth to mass markets. I am told that over half 
the population of the United States lives within 100 miles of water 
transportation that will some day be directly accessible from Duluth. 
As a matter of fact, many distributors of heavy commodities, particu- 
larly hardware, located originally in Duluth because of its water 
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transportation facilities—water transportation, particularly between 
such areas as Duluth and Cleveland. However, when the Government 
took the package freighters off the lakes in 1942, this advantage was 
lost. The relatively slow rise in water rates has made a bad situation 
worse, or to put it another way, we are at a greater disadvantage 
freight-rate-wise than we have ever been. 

With the foregoing in mind, many of us in Duluth are convinced 
that in a large measure the economic future of the city lies in the 
development of our port facilities and in water transportation in 
general. And we have not merely thought about it. I would like 
to relate some of the developments that have taken place in our town 
in about the last 2 years. 

I would like to point out some of the things that have happened 
in our town in the last 2 years or so. In the early part of 1954, I 
took steps to reactivate our local port authority, which had been 
a dead issue for over 10 years. Late that summer this body was 
reactivated and financed, however inadequately, with local Duluth 
tax money. Then in the early part of 1955, the Minnesota Legislature 
saw fit to pass an act which expanded the port authority both in 
personnel and in financial resources, and to make it a city-county- 
State organization. Within the past few days the port authority 
has succeeded in hiring an extremely capable port Seiaben so we 
feel that we are now—ifyou will pardon the expression—really getting 
the show on the road. 

I mentioned earlier that the port of Duluth stood second only to 
New York from the standpoint of tonnage. However, this is almost 
entirely bulk tonnage, that is, iron ore and grain. We have no so-called 
package freight to speak of and facilities for handling large quan- 
tities of package freight are inadequate in Duluth. And what little 
we do have is of a relatively old-fashioned, inefficient type which is 
not really competitive in today’s market. 

It used to be years ago that there was a lot of package freight in 
and out of Duluth, handled in a large measure by hand, by stevedores 
with hand trucks, and so forth, but since about the time that, shortly 
before World War II, the privately owned docks have more or less 
become dilapidated, falling into disrepair, haven’t been kept up, 
aren’t modern, so what we do have left is of relatively old-fashioned, 
inefficient type that is not competitive in today’s market. 

Our experts tell us that it will cost from $2 to $4 million to put 
our physical facilities into reasonably good shape. I have reference 
particularly to this roll-on, roll-off type equipment, and so forth, 
and $2 to $4 million is a great deal of money for a community of 
a little over 100,000 souls. As a matter of fact, this figure would 
represent from $20 to $40 per capita, approximately, and our entire 
city operating budget for a year is only $22 per capita. 

enator, you, having been involved in municipal government your- 
self, know what that means. 

We have already received a little State aid for port development 
under the IRRRC mentioned earlier, but section 5 of article 9 of 
the State constitution of Minnesota forbids the State from bonding 
itself for works of internal improvement. I believe that a Federal 
loan for a work of this kind comes within the meaning of this bill, 
and I am sure that, if it does, and if our port can be at least in part 
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developed thereby, then this bill will have served its stated purpose 
in our area. 

Now to sum this all up, let me say that— 

(1) I am in favor of fast tax writeoffs for new industrial starts 
in depressed areas. 

(2) I believe that the retraining and extended unemployment- 
compensation features of the act are essential. 

(3) The risk-capital feature of the act can, over the long pull, 
be the salvation of our community, particularly if thereby we can 
modernize our port and regain our place as a great distribution 
center and shipper of package freight. 

I want to thank you, Senator. 

Senator Dove.as. There is one question I should like to address 
to both of you, and that relates to the cutover lands. It is my under- 
standing that after the lands were cut over, a considerable fraction 
were then sold to newcomers as forest farms; is that true? 

Mr. Buiarnik. That is right. 

Senator Dovaias. Now, the stamps were still within these areas; 
isn’t that true? 

Mr. Buiatntk. In a good share of the area, yes. 

Senator Doveras. And, therefore, the cost of clearing the farms was 
very heavy ¢ 

Mr. Buiarnik. That is right. 

Mr. Jounson. I can speak with some authority on that, having 
extracted many, many stumps from that stony ground. 

Senator Dove.as. Is it not true that a very large proportion of 
the farmers who came in there gave up and had to leave? 

Mr. Jounson. The farm population in northern Minnesota is 
dropping off. 

Senator Dovetas. I have heard that in some cases 2 or 3 sets of 
farmers would come in. One set would come in and find the stumps 
were too heavy to take out, and would give up on the land, and another 
group would be brought in; is that true? 

Mr. Jonson. That has happened. 

Senator Doveras. So that the lumber companies would sell the land 
2 or 3 times? . 

Mr. Buarnrx. An unfortunate thing, Mr. Chairman, about that 
whole era is that when the lumber barons the mayor spoke of came 
in, they just slashed up the whole area, drained off the cream of a 
truly rich heritage. We had, in northern Minnesota alone—and the 
same would be true of northern Wisconsin and Michigan—the largest 
white-pine stand in the world, a very valuable, fine type of tree. 
The tragic thing is that the equivalent of the original lumber take 
which had been extracted in that area could have been taken had but 
simple practices of good lumbering and forest management been used 
which were known at that time, and had been used for hundreds of 
years in Germany, Sweden, and Norway. We would still have re- 
maining the original stand. Instead of that we have an area not only 
cut over, but burned and reburned since the cutover. 

Farmers were encouraged to come up there and homestead ani it 
took almost a whole lifetime of tragic heartbreaking effort, during 
which just a meager living was extracted from the land. Finally it 
was found that it was not good farmland. The land could be used as 
partial-income farmland in connection with woodland or pulp in the 
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wintertime, or getting supplies for the mines nearby. That extrac- 
tion, that ruthless, senseless waste we had, is one of the basic factors 
for the economic problems we have had ever since. The negative ex- 
tractive type of economy left a drained-out, sucked-out area behind. 


ae ueLas. The same thing happened in Michigan; did it 
not 


Mr. Buatni. That is right. 

Senator Doveias. I remember reading as a boy the novels of Stew- 
art Edward White, about timber being cut back in the regions back 
of Saginaw. I remember going through that territory a few years 
ago. The lumber industry did not follow the principle of sustained 
yield, but of complete cutting and then getting out, trying to dispose 
of the land to the farmers, who found it almost impossible to make a 
living. 

Mr. BiatnrK. That is right. 

—— Dovetas. When the spring floods come, what happens to 
the soil ! 

Mr. Jonson. It erodes and floods and we have trouble. 

Mr. Buatnig. Mr. Chairman, following along on that same theme, 
I would like to discuss some of the causes of the economic difficulties 
we have had for many years in our area. To begin with, Mr. Chair- 
man, I hesitate to call the situation in, or the people of, northern 
Minnesota “depressed.” As evidenced by the appearance before this 
subcommittee the other day of Senator Humphrey and Governor Free- 
man, of Minnesota, I am sure you will agree with me that Minne- 
sotans are anything but depressed. The people of northern Minnesota 
are among the most industrious and hard-working people anywhere in 
the country, but unfortunately they have been faced with this prob- 
lem of labor surplus for many years. 

Senator Doveias. When Senator Humphrey testified here, I was 
aware of the fact that semanticists always try to find words to cover 
up disagreeable facts, and the term “undertaker” has been replaced by 
“mortician.” I personally believe in the old Anglo-Saxon words 
which have some punch to them and look askance on this tendency 
to introduce neutral words to cover up social and economic realities. 
But go ahead. 

Mr. Buiatnix. I agree, Mr. Chairman. I only raise this point be- 
cause there is evidence that Duluth and surrounding area is trying to 
lift itself from the long plateau which has marked the greater part 
of the ist half of the 20th century. For instance, let me read you 
some headlines which have been appearing recently in the Duluth 
papers ; “$12 Million Generating Unit Planned by M. P. & L.”; “Range 
Miners Assured Full Winter Employment”; “Reserve Mining To Hire 
450 at Taconite Plant”; “$1.5 Million Refinery Project Set at Wrens- 
hall”; “Million Dollar Duluth Homes Project Set”; “1956 Area Build- 
ing to Set Record”; “B. F. Goodrich Co. Picks City for Expansion”: 
“Arrowhead Cooperative Creamery $125,000 Expansion Underway” ; 
“Phillippi Equipment Co. Plans New Duluth Plant”; “Graybar Elec- 
tric Expansion Under Construction”; “Marshall Wells Co. Forms 
New Million Dollar Corporation” ; “Highway Mesh Plant Under Con- 
struction at American Steel.” 

There are many who point to such headlines in order to prove that 
Duluth is not a depressed area and does not need any help. I am 
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indeed gratified that there seems to be such an improved economic out- 
look for the area. But there is another side to the coin. Many of 
my friends and constituents have written to tell me that, in their 
view, the view of the laboring man of Duluth, their city is still a de- 
pressed area. These are the people who have been out of work for as 
long as 2 years because of the lack of economic activity and expan- 
sion in the area. But we needn't get into that semantic argument of 
whether or not Duluth is depressed or not. The question 1s whether 
or not Duluth and cities like it need the type of assistance the bill 
before this committee is designed to give. There is no doubt in my 
mind that it is. I have already referred to Duluth’s “plateau.” By 
this I mean a plateau of “level population.” I think I am correct that 
Duluth, the third largest city in Minnesota, in 1920 had a population 
of 102,000. It may be 104,000 or 105,000 today, some 35 years later. 

Senator Dovetas. I was in Duluth in 1915, and I remember the 
population figures then as being almost precisely 100,000. 

Mr. Jounson. That is right. In the past decade, in the decade be- 
tween 1940 and 1950 decennial census, the population increase was 
3 percent, and the statisticians had a nightmare. It was increasing at 
a decreasing rate. 

Senator Doveras. It was virtually steady for 45 years? 

Mr. Jounson. That is right. 

Mr. Biatnix. Northern Minnesota is basically a one-industry area. 
The mining and shipping of iron ore account for the largest percentage 
of jobs and occupations. Over 80 percent of America’s iron ore which 
goes into the eastern steel mills comes from this area. This is an 
operation of some magnitude, but is one which is carried out within a 
period of 5 to 7 months. There is this intensive, almost frenzied 
activity during these months and then there is a slump. 

Senator Doveias. When the canals freeze over—— 

Mr. Buatrnix. The lakes freeze, you can’t ship. The open pits 
freeze over. You have 1,000 unemployed in the summertime. It 
reaches as high as 5.500 or maybe 6.000 again during those 31, to 4 
months in the winter slump. 

It has always seemed to me a quirk of nature that these rich and vast 
deposits of iron ore are to be found in an area which boasts some of 
the coldest weather in the Nation. I can personally attest to the fact 
that the temperature drops to such lows as 30° and 30° below zero 
during the winter months. Because of the great severity of the win- 
ters, there is a drop, almost to a standstill, in iron ore mining. More 
over, because the Great Lakes are frozen over from at least December 
to March, shipping is also at a standstill. It is little wonder that the 
mining industry is seasonal. 

Any seasonal industry is confronted with problems, as are the peo- 
ple of the area, wherever located: it is especially serious in a one- 
industry area such as northern Minnesota. Even in periods of the 
very highest employment and prosperity, at present and in the past, 
the people of northern M _nesota have been plagued with the problem 
of seasonal unemployment. That’s why I say this is not a new prob- 
lem for us. And that’s why the bill under consideration is of such 
vital importance to northern Minnesota. 

Pinpointing our examination of the area for a moment to Duluth 
and its environs, we will find that since March 1954, it has been listed 
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by the Department of Labor as a “labor-surplus area.” Today Duluth 
is 1 of the 19 major surplus areas throughout the country—that is, 
with unemployment affecting over 6 percent of the labor force. As 
of November 1955, Duluth was classified as a D surplus labor area— 
that is, with unemployment from 6 to 9 percent. Unemployment in 
Duluth has gone as high as 13 percent of the total working force 
during the past 18 months. Unemployment goes up, down, and back 
up again, with the seasons, and with regularity—with the area never 
seeming to get out of the “substantial labor surplus” category. 

It is true that the area is economically stronger today than it was 
a year ago. A year ago 6,000 persons were unemployed in southern 
St. Louis, Lake, Cook, and Carlton Counties. That’s not even count- 
ing the men laid off in the mines further north due to the winter slack. 
Today, in those same counties there are some 4,000 unemployed, ac- 
cording to the Minnestota State Employment Service. Employment 
this month is about 41,000 in the Duluth area. But by February it is 
expected to drop to 40,000. Still this is an improvement over last year. 

Thus, although still classified in the substantial surplus group D - 
category, conditions in the area are improving. The principal factor 
bringing about this improvement is the high employment level main- 
tained in ore shipping. Duluth-Superior ore shipments through the 
second week of December were almost 50 percent ahead of 1954. A sig- 
nificant increase was also registered in manufacturing (up 10.6 percent 
over last year) particularly in primary metals, food processing, and 
electrical machinery. But according to the Labor Department’s 
Bureau of Security, “The area is expected to experience the usual lull 
in employment during the winter months with the closing of lake 
navigation cutting shipping and railroad payrolls, and sizable cut- 
backs scheduled in construction. As a result, unemployment is ex- 
pected to increase sharply to early spring.” I have gone into this 
problem in detail, Mr. Chairman, to show that northern Minnesota has 
been faced with this situation for years, and will always be faced with 
it so long as those storms keep blowing in from Canada and the lakes 
keep freezing over. 

It is apparent, I think, that the area fits the category of the broad 
outlines and framework under the provisions of your bill. Our gen- 
eral economic growth, as compared to the gross national product in- 
crease, has perhaps not exactly been bypassed, but we have had a much 
lower rate of increase and shall continue to lag. What increase we 
have had is sort of a negative increase, as we call it. Not that the area 
has not tried to solve its own problems, Mr. Chairman. We are not in- 
terested in relief, and I am sure the chairman shares our feelings. We 
are not appealing for aid to do something we haven’t attempted to do 
ourselves. We have made attempts on the county and State level for 
years and we’ve made considerable progress. The growth of the taco- 
nite industry is one sign of such progress. Federal money helped with 
taconite research at the University of Minnesota Mines Experiment 
Station, headed by that distinguished engineer and scientist, Dr. E. W. 
Davis. 

Starting from a little bit of a laboratory at the university, one lone 
man, through preservence and patience, plus the funds he got from the 
State of Minnesota and the Federal Government worked out a process 
for utilizing taconite which was until then a waste product. In short, 
within 25 years we have today this tremendous industry. The State 
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of Minnesota recognized that in 1941, and I was the author of the 
original taconite tax law for the State of Minnesota, giving tax benefits 
and a new tax approach to that type of iron ore mining. Now we have 
a ubehahitihne daiae industry underway. Taconite is the new hope 
for the entire area, but the industry is still in the infant stage. The 
need for the type of legislation now before this committee is still 
vitally needed. 

The bill under consideration has, in my view, a two-fold purpose. 
First, by encouraging new industries, resource use programs, public 
works improvement projects, and public facilities building and im- 
provement projects we will be providing an economic cushion to take 
up the slack during the mining and shipping off-seasons. There are 
innumerable examples of public works projects alone which could 
provide substantial employment in these periods. Airports in such 
cities as Duluth, Hibbing, Evleth, and Grand Rapids are in great need 
of enlargement and improvement due to greatly increased air traffic 
in the area. Hibbing and Virginia need expanded post offices. A 
highway bypass is needed in Hibbing. Duluth is very much in need 
of a new high steel bridge connecting it with Superior, Wis., as well 
as a civic center. Hospital construction is needed throughout the 
area, as well as road building programs. Aid to private industrial 
development to attract new industry to the area also is needed. All 
this will have the effect of easing the winter unemployment burden, 
thereby maintaining a relatively stable year-round employment. 

I notice you have on the Advisory Council, which your bill provides 
for, the important heads of Federal agencies. These department 
heads, through the regular functions they now carry out, could help 
solve the depressed area problem by augmenting, accelerating, and 
intensifying those programs, and coordinating existing projects with 
attempts to help depressed areas. The Federal Government already 
participates in many, many projects. It has a responsibility and cer- 
tainly a role to join now in a coordinated, integrated program—coor- 
dinating and integrating existing projects with the purpose of giving 
a boost to economically depressed areas. This is why I believe that 
your bill offers the firt practical step in correcting basic economic 
problems facing certain areas, and it does it in a very sensible and 
sound way, without creating any new large agency or certainly not 
a relief agency, but utilizing existing programs and functions in an 
effort to solve an economic problem. 

Besides public-works projects such as highways, airports, hospitals, 
schools, and the like, I would like to enumerate other ways in which 
your bill would help areas like northern Minnesota to get started. 
There are many approaches, many facets, closely related and inte- 
grated, each supporting one another. Take the problem of minerals 
development. We could continue, through the Bureau of Mines of 
the Department of Interior, the same thing we have done already in 
taconite. The course has already been charted. We need, for in- 
stance, Federal money for reseach on nonmagnetic taconite which 
would take care of the western half of the Mesabi Range. We are 
now doing some work in manganese which should be accelerated and 
intensified. Today this Nation is actually dependent on foreign im- 
ports for our manganese supplies. This in face of the fact that man- 
ganese abounds in northern Minnesota. With Federal and State par- 
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ticipation and cooperation we could have a new domestic source of 
this very vital mineral. But the method and process of extracting 
the manganese from the earth need experimentation. Federal re- 
search funds could bring about the improved methods needed to make 
the process a paying proposition and then we could encourage private 
venture capital to come in and develop the industry. 

Peat is another of our resources which today is not being fully 
utilized. More than half of all the peat in America is right up in that 
area. We could do with peat what we did with taconite. Through 
research and experiment with Federal help we could make this now 
little used resource a source of power and heat for the area, and pro- 
vide new jobs while we’re doing it. We can use peat as a fuel, derive 
gases from it, use it to beneficiate other low-grade ores, generate elec- 
tric power, and soon. But research programs are needed to point the 
way. With respect to forestry, I am very much interested in a type of 
program patterned after the CCC camp of the old depression days, in 
which emphasis would be placed, first, on basic, sound, long-range 
forestry, reforestation practices and principles. 

Senator Dovetas. That could only be used on Government-owned 
forests ¢ 

Mr. Buiarnix. Yes, but a good deal of our land is Federal land. 
Six percent of our forest lands are Government owned. Working 
with the State and county lands you could have a broad program of 
forest development and conservation. 

To push up or pick up that slump and have a sort of a relatively 
stable year-round employment is our objective; forestry and winter 
work—we have many railroad men and miners used to the cold. They 
go out ice fishing, hunting; they know how to take care of themselves 
in the winter. ‘They would be tickled pink to have an opportunity 
to work three months in the wintertime on cruising and survey work, 
which is a normal function in that season of the year. 

In summer months, with their increasing high school and univer- 
sity population, young lads come home and can’t get part-time work 
inthe mines. There isn’t the demand there was during the war. 

I can’t think of a better place for them to spend their time than in 
the forests nearby. We would be making an investment in a resource 
that would continue to grow and return a yield on it from year to 
year, so that type of proposition should be included. 


THE ROAD PROGRAM 


You have the Administrator of Public Roads on your Advisory 
Committee, from the Bureau of Public Roads. We are ac:elerating 
that program. It will not only give employment, but make more 
accessible the whole area to the tourist industry, which is an important 
industry, ranking as high as second at times, sometimes third, with 
agriculture first for the whole State. 

Senator Dovetas. Is there a road up to Lake-of-the-Woods? 

Mr. Buatntg. Yes, sir. There is a good highway, and we are mak- 
ing it more adequate, with the ever-increasing automobile population, 
with a higher percentage of our population taking to the road each 
summer. There is an excellent opportunity, so investment in roads, 
with forestry, building a belt of replanted area along the side adds 
scenic value to it, as well as replenishing the lost trees, you see. 
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They are all integrated, one related to the other, so to keep it snow- 
balling. Facilities are badly needed. A tremendous amount could 
be done in that field. 

Senator Dovucias. I beve heard from those who visited the school 
buildings in the eastern range, that they are the most magnificent in 
the country ; is that true? 

Mr. Buarnik. They are of the finest in the world. As a heritage 
to the youngsters who were born of foreign parentage, most of the 
children didn’t have more than a fourth grade school education, but 
mostly because of the fine schools, built by taxes derived from mining 
<a it gave us a new generation within one generation of 
trained, educated people that are contributing, you see, to the general 
welfare of the whole country. 

Unfortunately, we are losing so many. There has been a drain of 
human resources, as the Senator well knows, as well as the national 
resources. 

Mr. Jounson. It is an interesting commentary on the caliber of 
the people on the iron range that St. Louis County, which contains 
most of the iron, in that county, something in excess of 20 percent of 
the people who are eligible for the University of Minnesota are at- 
tending the University of Minnesota, and most of the rest of the coun- 
ties in the State run four, five or so percent. There seems to be a 
great emphasis on education up that way. 

Mr. Biatnik. All of these things, you see, would not be relief 
preperin. They would not be of any—they would not require any 

arge expenditure in any one level of Government, but coordinated 
and added, they would be the initial push which would start on your 
long-term program of resource use, giving employment and the facili- 
ties all contributing to the general improvement and betterment of 
the whole area, and it will proceed to move along on its own, I am 
certain of that. 

In short, in northern Minnesota we have the four major prerequisites 
for a favorable economic situation: First, resources. We have them, 
primarily in iron ore; forestry, now in taconite. I would like to say 
that I think that taconite is going to be the answer to that area. It 
will have broken the monopoly control of a resource which charac- 
terized, you see, the whole past generation. 

Senator Dovcuas. The iron ore was owned almost entirely by a 
subsidiary of United States Steel; is that right? 

Mr. Buiatnik. That is right. With depletion of that remaining 
high grade open-pit reserves with taconite in unlimited amounts, the 
only thing to stop you or me, or anybody else, building a taconite 
mill is $100 million apiece. If we get three men and put in $100 
million each, we would build a medium sized plant, not a big one. 

Another requisite we have is labor. We not only have adequate 
labor—good labor, energetic labor—we have one of the finest records 
of labor and management relations in the country in that basic indus- 
try of mining and forestry. 

Three, power. Right now we are still short on power. But the 
potential is there. The mayor is now in the process of appearing 
before the power commission to get natural gas up there. We are 
talking about peat as another possible source of power. 

Senator Dove.as. I hope natural gas comes in sufficiently low prices 
so people can use it. 
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Mr. Buatnix. We are very concerned with that. We are aware of 
the brilliant and effective fight which the chairman has carried on in 
the Senate and our area is wholeheartedly in accord with the chair- 
man. We think that this unwarranted raising of prices will just re- 
tard and be another handicap. We are after cheap power and there 
is no reason why we can’t get cheap gas up in that area. There are 
suppliers and producers who are willing and able to furnish that 
cheap gas to us. 

The last item—three have been named, labor, resources, power is 
transportation. Improved transportation is under way and has been 
mentioned with the seaway and the connecting channels. We are 
now working on small-package freight. High freight rates have 
been a great handicap to us. With the resumption of packaged 
freight on the great lakes—and that’s something, we are working on, 
will lick that problem, too. 

In short, the future has every opportunity and every possibility 
for proper utilization. The State has already done a great deal of 
work. Fourteen years ago they created the State resources, the Iron 
Range Resources Commission. It has passed legislation encouraging 
the use of low-grade beneficiated ores and special legislation for the 
development of taconite. It is becoming increasingly active in the 
forestry program, a field in which I think the Federal Government is 
too long and too much lagging, and we must accelerate it. 

In a joint Federal-State program, given the initial boost provisions 
in your bill, all the way down to your loans and credits and writeoffs 
for small industries, related and allied industries, I think we can work 
out a broad, comprehensive, integrated, coordinated front, coordinat- 
ing all the levels and all the way down to private industry, and I am 
confident that we will no longer be what we call a depressed area or 
a seasonal area, with these slumps of unemployment recurring every 
12 months, no matter how high has been the peak level of operations 
during the summer months. I mentioned earlier that the bill has a 
twofold purpose. I have discussed the first which calls for coordinat- 
ing existing Federal projects and functions to help solve the problem 
of surplus labor areas. This is the immediate, short-term problem, 
and the immediate short-term solution to go with it. 

But we have seen that the problem in northern Minnesota, however, 
is not an immediate and short-term problem. This bill’s second pur- 
pose would, in my view, go further than merely solving the Saimpeodligte 
problem on a short-term basis, however. Taking up the slack during 
the mining and shipping off-season and maintaining a relatively stable 
year-round employment would also contribute year by year to the 
general improvement and betterment of the entire area and its com- 
munities. That’s why I have such faith and high hopes for this legis- 
lation: Because it is not only a short-term solution, but it will create 
general improvement and betterment for the entire Nation over the 
long run as well. Therein lies the real significance of this bill—a 
recognition of the Federal Government’s responsibilities in these mat- 
ters of a permanent nature. This is important because the problem is 
permanent. It isnot enough to wait until a depression—either general 
or in pockets—is on us. We must act to prevent them from ever 
occurring. 
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Depressed area legislation is a great step forward in that direction. 
It is a needed step and I urge this subcommittee to give the bill under 
consideration its favorable consideration. 

Let me close by offering an idea we must never forget. Unemployed 
dollars are statistics. Unemployed plants don’t make profits. Un- 
employed people are individuals. They have hopes, ideals, families, 
mouths to feed, bodies to clothe and house. Their desires are frus- 
trated by their lack of jobs. I cannot, and I believe we cannot, endure 
a condition where people who want work cannot find it. The solution 
is not to tell them to move elsewhere. The solution lies elsewhere. 
If the “best yet” economy leaves almost 20 areas of substantial labor 
surplus plus 60 smaller areas, then we are failing our public responsi- 
bility. Enactment of the type of legislation before this subcommittee 
is the first step in the direction of our goal of achieving a prosperous, 
expanding standard of living for the benefit and betterment of all the 
people. 

Senator Dovetas. I want tothank both you gentlemen. 

Congressman Price, do you have any questions / 

Mr. Price. No,sir. Iwas very interested in your statement. 

Senator Dovctas. Thank you. We appreciate your statement. It 
will be very helpful. 

The subcommittee will adjourn subject to call. 

(Whereupon, at 11:40, Thursday, January 26, 1956, the subcom- 
mittee adjourned, subject to call.) 
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FRIDAY, FEBRUARY 3, 1956 


Unrrep Srates Senate, 
SuscomMirree oN Labor OF THE 
ComMITTEE ON LaBor AND Pusiic WELFARE, 
Boston, Mass. 

The subcommittee met, pursuant to notice, in courtroom No. 4, 12th 
floor, United States Post Office and Courthouse, Boston, Mass, at 
11:05 Senator John F. Kennedy presiding. 

Present : Senator PaRenE 

Also present: James J. McTigue, consultant; Michael Bernstein, 
professional staff member. 

Senator Kennepy. The subcommittee will come to order. 

Communities in New England—hard-hit by extended unemploy- 
ment and the loss of industries—have made great progress in securing 
new industries and in adjusting to their difficulties. 

It is possible, however, that there is a role that can appropriately be 
played by the Federal Government in this field, and the purpose of 
these hearings is to learn the views on this point of those who have 
been so intimately associated with the problems we are so anxious to 
solve. 

The bill which we are considering this morning primarily is S. 5663, 
designed to aid industries, entire enterprises, and individuals as well as 
communities, and to establish an independent administration under 
the direct control of the President. 

The administration, counseled by local industrial development com- 
mittees, would be authorized to make loans to finance the construction 
of industrial plants, to assist local communities in providing public 
facilities necessary to serve industrial plants, would assist in channel- 
ing of Government procurement contracts for supplies and services 
from firms located in designated labor surplus areas, and provide tech- 
nical assistance and information. 

In addition, the bill contains a rapid tax amortization authorization 
for industrial plants; provides for suitable location of training of the 
unemployed; authorizes the Federal Government to make supple- 
mental unemployment compensation payments to those engaged in 
retraining programs; and authorizes che Commodity Credit Corpora- 
tion.to distribute surplus processed foods to home and institutions. 

An alternate bill, sponsored by the administration, S. 2892, also has 
been introduced, dealing with the same general subjects. We would 
be very glad to hear any comments or suggestions that you might have 
to make on this bill, as well as the Douglas Bill. 

I might say that hearings similar to this will be held in Maine, 
Rhode Island, Pennsylvania, Illinois, Kentucky, and probably West 
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Virginia, other areas where there have been concentrated periods of 
unemployment. 

The first witness this morning will be the governor of Massachusetts, 
Christian A. Herter. 

So we will be very glad to hear from you, Governor Herter, on 
either bill—the so-called administration bill which is S. 2892, intro- 
duced by Senator Smith of New Jersey, or the bill introduced by 
Senator Douglas, S. 2663—both dealing with the same general subjects, 
with some differences. 





STATEMENT OF HON. CHRISTIAN A. HERTER, GOVERNOR OF THE 
STATE OF MASSACHUSETTS 


Governor Herter. Mr. Chairman, I am not coming here as an ex- 
pert, to testify on the particular details of these two bills. As a mat- 
ter of fact, 1 was able to obtain a copy of the so-called Smith bill 
last night for the first time, and had a eine to look at it. 

I noticed for some reason it has been referred to a different com- 
mittee from yours. So you have 2 bills dealing with somewhat the 
same subject matter, before 2 different committees—with a slightly 
different approach. 

From the point of view of the principles of the bills themselves, 
those of us who have some degree of responsibility in connection with 
the States or the areas that have what might be defined as an exces- 
sive amount of chronic unemployment, because of the large-scale 
movement of industries, naturally are very much interested in both 
of these bills because both of them offer a distinct measure of Federal 
assistance in trying to cure what you might call the chronic unemploy- 
ment. 

Your bill has a number of features, some of which I naturally have 
great sympathy for—particularly two of them. We have tried to 
put into law here—and there will be a bill before the legislature next 
year, as there was last year—a bill to take care of those matters which 
are essentially within the domain of the State, but which are referred 
to, and which puzzle me a little bit in your bill, namely, the extension 
of unemployment compensation for an additional period of time. 

I noticed your bill makes provision for that, but I take it the in- 
dividual States are the ones that today make the determination of 
the period, and would have to do it again, as the unemployment law 
is drafted at the present time. 

Last year I recommended to the legislature that an additional period 
of 10 weeks be granted beyond the 26 weeks’ period which we now 
have, for those individuals who are taking approved retraining courses 
in new skills, so as to adapt themselves for another type of industrial 
opportunity, should it develop within their community, or where it 
is actually davelopiny within their community. 

Naturally I feel that that is a very useful thing. From the point 
of view of the encouragement of new industries to take the place of 
the old—which I think is the primary aid that is covered in both of 
these bills—I wouldn’t want to comment on the different methods that 
are used. Perhaps I might say just a word about 1 or 2 small things. 

We have done our best to try to avoid the phrase “depressed” if we 
can, because there is a psychological stigma attached to that, which 
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often has the effect of snowballing a situation that is an unfortunate 
one, that we are not too keen to emphasize too strongly. 

The other is the purely statistical method of determining which 
areas would be eligible for the types of assistance and advice and so 
on, provided you need two bills. 

One of our great difficulties has been a statistical determination as 
to the actual degree of unemployment in any community. We have 
an easy yardstick, that is only a limited one, in the unemployment 
compensation figures that are compiled every week, that are extremely 
accurate, of course; but they do not necessarily reflect the total un 
employment picture because in areas where you have chronic unem- 
ployment, the benefits are exhausted. 

Then we have no statistical method of determining how many 
people are still residing in a given community, who are no longer 
eligible for benefits, who may be unemployed, because we have no 
accurate method of determining whether they are actually at work 
within that community somewhere else, or have moved to an adjacent 
community and have gotten work somewhere else. 

So that figure is a very difficult one to get. I could cite you, for 
instance, the case of Lawrence as of now. The mayor, who I believe 
is going to testify here today, can probably be much more specific 
on it. 

From the point of view of unemployment compensation today, 
Lawrence is in an infinitely better position than it has been in the 
past. I think it has made a very remarkable recovery, thanks largely 
to the initiative and the enterprise of the citizens of Lawrence 
themselves. 

The amount of assistance it has been able to get has been limited— 
either from the Federal Government or from the State—although I 
think that our agencies in the State have been helpful to them. |! 
know very recently our Massachusetts Business Development Corpo- 
ration was able to assist with a loan up there that made possible the 
leasing of a part of the Arlington mill to a new industry, the 
Congoleum-Nairn Co., which is now operating in the city of 
Lawrence. 

There, the unemployment figures show a comparatively low inci 
dence of unemployment. The welfare figures show a comparatively 
low incidence of unemployment, if you are using that as a part of the 
statistical base. 

In both of these bills a determination must be made by an admin- 
istrator—or in the other case, the Department of Labor. We are 
very puzzled as to just how that determination would actually be 
made. 

Very possibly you have the answer to that, or you are leaving it up 
to the administrator to develop some new statistical formula that is 
easily arrivable at, to make that determination. 

I may say I think the Acting Director of the Department of Com- 
merce is here today, and I feel that these bills are a step in the right 
direction. No one can tell how effective they could be, unless they 
were actually in operation. The mechanics of aid, particularly when 
loans have to be made for new building construction, for facilities of 
one kind or another, are apt to take a pretty long period of time, and 
are apt to get pretty well bogged down in red tape. 
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The question of channeling procurement of Government purchases 
is something we have naturally tried very hard to accomplish, with 
not too effective results. As you know, the difficulties that you run 
into from the point of view of giving contracts to low bidders, and 
then in so-called distressed areas allowing a given concern which hap- 
pens to be in such area, to meet the lowest bid—which has been tried 
out on occasions—has not led to a very large diversion of governmental 
orders into so-called distressed areas, with which we have had some 
experience here. 

ut, as I say, the underlying purpose of the bill is certainly a very 
helpful one. A community often is not at fault when economic con- 
ditions lead to the closing down of what may be a dominant industry 
in that community or area. The individuals within that area may 
be in no way at fault whatsoever, and the transition period is a very 
difficult one, and one where, if proper assistance can given, it cer- 
tainly should be given. 

Insofar as the details of the bills are concerned, you will be able to 
get very much better testimony from people who have studied them. 
through more carefully than I have had an opportunity todo. I want 
to congratulate you on this effort on behalf of something that has 
been a very real problem. 

Senator Kennepy. I want to thank you for your statement. This 
bill, S. 2663, is really a preliminary draft. We are anxious to get the 
opinions of the people who have had the most experience. 

I agree with you, the Federal Government has talked a lot about 
what it might do during the last 8 or 9 years. But when it finally 
came down to it, the amount of assistance these communities have 
received from the Federal Government has been very minimal. There 
is a good deal of reaction against announced new programs. 

I think that without trying to compare the two bills at this time, I 
would like your opinion about the major provision dealing with loans. 
Of course, the Small Business Administration has been of only limited 
assistance to us here in New England, because their standards are 
stringent, and there is a 10-year limitation and a $250,000 limit on the 
amount that could be loaned. 

It seemed to me that, though there is some difference in degree 
between these bills, nevertheless they both attempt to liberalize that, 
and easing of credit perhaps would be the major contribution the 
Government could make in this field. 

Governor Herter. I think that is true. I think one of the great 
difficulties you run into is that you can’t take it from one place and 
put itin another. It is my opinion that the loans would only be used 
for sewage projects and other things in order to develop areas within 
a community that need to be developed through public works within 
that community. 

When it comes to the actual establishment of industries, you have 
to find first of all a genuine need somewhere which would either be an 
expansion of existing industry or a new industry. There the Fed- 
eral Government, obviously, can give a limited amount of technical 
assistance. But the footwork that would be done by the local com- 
munity, by chambers of commerce, industrial development commis- 
sions, and State chambers of commerce, I think, is a very important 
factor. 
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I notice in both cases—I think in both of the bills—a degree of local 
participation is required. 1 think that is a very desirable thing. _ 

There is one little matter. I notice even in your advisory commit- 
tee in your bill, the Federal Department of Commerce is left out 
alsdaethae, whereas in the so-called administration bill, the Smith 
bill, the Department of Commerce is the principal agency. 

Senator Kennepy. Yes. 

Governor Herrer. I don’t know whether that was just merely an 
error in the drafting of the thing. But with this area work that is 
being done in the Department of Commerce in Washington, it seems 
to me it would be an obvious participant, no matter which one of the 
bills is drawn up, having that Sotianler interest. 

Senator Kennepy. There is some difference in the degree of State 
responsibility called for in the two bills. I think the State approval 
of all the projects is required under Senator Smith’s bill. I think 
under Senator Douglas’ bill, State approval is not required. 

I suppose your opinion would be that the State approval should be 
desirable. 

Governor Herter. I don’t know that it is necessarily very impor- 
tant. Obviously the State would have exactly the same interest as 
the Federal Government from the point of view of being of assistance 
to the particular community. That approval probably maintains a 
semblance of State’s rights in the picture, but I don’t think it need be a 
very important factor one way or the other. 

Senator Kennepy. The last point I wanted to ask you about was 
this business of bid matching. I don’t think the provision in either 
bill is very satisfactory as far as providing for increased opportunities 
to secure Federal contracts. Neither bill really makes much of an 
improvement over the present law and rulings of the Administrator, 
and those aren’t very satisfactory. 

I suggested in testifying before the subcommittee that they consider 
bid matching. I gather in your testimony you were talking about bid 
matching, weren’t you? 

Governor Herter. That’s right. 

Senator Kennepy. You didn’t feel it was very effective. I think 
Massachusetts and New England received a good deal more under bid 
matching, until it was eliminated in 1953, than they had under the 
present administrative ruling. 

Governor Herter. Yes; I think that is one of the most difficult of 
the problems we have got to work out, because the minute you get 
away from the lowest bidder, so to speak, in contracts you run into 
every kind of difficulty. 

Senator Kennepy. As long as you give the distressed area an oppor- 
tunity to be the lowest bidder, and as long as you don’t drive another 
area, which might have gotten the contract, into being a distressed 
area, it seems to me the Government gets it just as cheaply, and it helps 
the community. 

Governor Herrer. Yes. There again you have got the problem. 
Let’s assume a textile mill is a dominant factor in an area or com- 
munity. One Government order might put enough people to work, so 
that it would take that particular area out of the distressed classifica- 
tion; and it would go right back as soon as the order expired. 
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How long you could keep a repetition of that thing from happening, 
or whether it would ierety be a stimulus for a short period of time, 
is an awfully difficult thing to work out. 

Senator Kennepy. I think it presupposes that most of the economy 
is in pretty good shape, and that these are isolated areas, rather than 
that the whole economy is teetering on the brink of widespread unem- 
ployment. 

I want to thank you, Governor. Senator Purtell was planning to 
come until last night, and he wasn’t able to. I think your testimony 
has been very helpful to the committee. I appreciate your coming 
down. 

Governor Herrer. Thank you very much. 

Senator Kennepy. The second witness this morning is Prof. Sey- 
mour Harris, chairman of the New England Governors’ Textile Com- 
mittee, and chairman of the department of economics, Harvard Uni- 
versity. 

Professor Harris. 





STATEMENT OF SEYMOUR HARRIS, PROFESSOR OF ECONOMICS, 
HARVARD UNIVERSITY, AND CHAIRMAN, NEW ENGLAND GOV- 
ERNORS’ TEXTILE COMMITTEE 


Mr. Harris. Do you mind if I stand, Senator ? 

Senator Kennepy. Whatever is most convenient. 

Mr. Harris. Mr. Chairman, I would like to say that I appreciate 
your interest in the New England economy. I have been very much. 
impressed by the fact that all New England governors and the New 
England Senators—both Republican and Democratic—have shown 
a great interest in this problem, and increasingly so. I myself have 
devoted a large part of my time during the last 10 years to problems 
of this kind. 

I know no Senator, either Republican or Democratic, who has shown 
a greater interest in this problem than the chairman. 

Senator Kennepy. Thank you. 

Mr. Harris. I have always had every kind of cooperation on any 
problem I put to him. 

Now, I would first like to say I have a statement which is a summary 
of what I wanted to say. I am not going to read it. I would like to 
amplify some of the points in this statement. 

Senator Kennepy. Perhaps we could put the statement as a whole 
into the record at this point. 
(The statement is as follows:) 


1. THE ORIGINS OF DEPRESSED AREAS 


In New England especially important is the prominence of older industries 
which grow slowly or even decline because of changes in the pattern of spending, 
and also because of the competition of newer industrial areas. Thus, as com- 
pared to 1899, textiles, apparel, and shoes are 40 percent as important in manu- 
facturing, relative to chemicals, petroleum, and rubber. 


2. GOVERNMENTAL POLICIES 


Whatever the favorable effects of governmental policies, generally, the Federal 
Government through its tariff, agricultural, tax exemption, accelerated amortiza- 
tion, social security, mergers, and tax and spending policies, generally, has 
tended to contribute toward the growth of depressed areas. 


nee = — 
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8. THE BUBDEN OF FEDERAL FINANCE IN NEW ENGLAND 


Most important of all are the net effects of Treasury taxes and outlays. Here 
the effects on some regions are serious indeed. In a period of 20 years, for 
example, the 3 major New England States received back but 31 percent as 
much as the taxes borne relative to receipts and tax burdens of 5 major in- 
dustrial States in the South. 

The percentage of Federal expenditures for 140 programs per $1,000 of taxes 
borne was $119 for the United States; $50 for Connecticut, $81 for Illinois, $55 
for New York; and an average of $256 for 5 major southern industrial States. 

The moral to be drawn is not that transfers are not justified, but rather that 
the magnitude should be considered relative to rate of gains and losses of 
different regions and areas, and that the richer regions experiencing serious 
problems of adjustment should also receive some attention. 

Why did New England receive less than one-half of 1 percent of flood-control 
outlays in recent years, or one-fifteenth to one-twentieth of what might be ex- 
pected on the basis of her economic position? 


4. INTERREGIONAL COMPETITION 


As some regions grow, others may be affected adversely. In the competition 
for jobs, each State, and even locality, struggles to maintain its competitive posi- 
tion through keeping costs down, saving on public services such as schools, 
health, and unemployment compensation. 

In this competition the older regions tend to lose cash, and gradually, despite 
strong trade unionism, their wages fall, relative to national levels. Of 18 
census industries New England wages are above the national average only in 
3 (yet New England was a high-wage area in the 1920's). 

Under this pressure of increased competition, wages are rising relatively in 
the South: from 1947 to 1953, the increase in manufacturing wages in New 
England was 41 percent; in 3 Southern regions, more than 50 percent. 


5. POLITICAL STRENGTH OF THE SOUTH IS GERMANE 


Texas, for example, gets back more in relation to what it pays into the Federal 
Government than any other State. The united front of Southern Congressmen 
is of crucial importance. 


6. THERAPY : GENERAL APPROACH 


General measures help indeed. But the general approach (more spending, 
less taxes, monetary ease) would bring a great inflation before they could 
correct maladjustments in coal, textiles, and shoes. 


7. THERAPY: FINDING SUBSTITUTES 

One of the great problems is that it is not easy to find substitute employments 
of equal attractiveness for the shrinking employments. The depressed towns 
often do not attract outside employers for obvious reasons; and when they 
do, the result is often lower paying industries. 

For example, Lawrence lost more than 25,000 textile jobs in a recent period 
of 5 years. They gained only 3,000 to 4,000 new manufacturing jobs. These 
jobs were: apparel, 400; paper, 500; leather, 900; machinery, 400; all other, 
700. In most textile jobs, as Miernyk showed, the substitute jobs pay less than 
the old ones. 


8. LESS JOBS PER DOLLAR OF VALUE ADDED BY MANUFACTURING 


Often, the new employments provide a smaller number of jobs per dollar value 
added than the old employments. Thus in all manufacturing the value added 
per man-hour is $4.50; but in woolen and worsted, Lawrence's great industry in 
the past, the average is but $2.72. In chemicals the figure is $13.80, and in 
machinery close to $5. 


9. LIMITED RANGE OF SUBSTITUTE JOBS 


What is more, once an industry is lost, then it becomes difficult to find sub- 
stitutes. The reason for this is that most employments are local or regional, and 
hence offer no substitutes, except through growth. Thus I made an estimate 
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which showed that for service employments, which account for 60 percent of al! 
jobs, only 10 percent are largely subject to interregional competition. Even in 
manufacturing a large part is not subject to this competition. 

I need not enter here into issues of mobility. 


10. UNEMPLOYMENT 


In an appendix, I present figures compiled by the Bureau of Employment 
Security. It will be noted that the textile towns have had considerable unem- 
ployment from 1951 to 1955. In Lawrence, the annual averages were 19, 22, 17, 
24, and 18 percent, respectively. 

In Lowell, New Bedford, and Providence, unemployment was also high, though 
not so serious as in Lawrence. In New Bedford, the average figures were 414, 
7, 6, 11, and 9 percent ; in Providence, 9, 8, 7, 12, and 9 percent. 


11. SPOT UNEMPLOYMENT AND GENERAL CONDITIONS 


It is to be stressed that the percentage fluctuated substantially with the trends 
in general business conditions. Note the large rise in 1954, and the improvement 
especially in the latter part of 1955. 


12. IMPROVEMENT IN LAWRENCE 


New industries in Lawrence are beginning to help. But the new electronics 
plant, the Bureau of Internal Revenue processing office, and the new Western 
Electric plant provide clerical and light assembly work, not jobs for the skilled 
textile worker. 


13, THE GROWTH OF TERTIARY INDUSTRIES (SERVICE JOBS) 


Fortunately, service jobs are becoming more important. From 1951 to 195, 
whereas the United States gained 5 percent in manufacturing jobs, New England 
lost 9 percent; but in service occupations, the country gained 15 percent, and 
New England 14 percent. The rise of 11.8 million service jobs in the country, 
inclusive of construction and Government, from 1929 to 1954 was indeed helpful. 
New England’s largest relative gain (1947 to 1955) was in Government (2 
percent). 

14, TRENDS IN FACTORY JOBS 


From the first quarter of 1947 to the first quarter of 1955, 9 percent of factory 
jobs disappeared, the largest losses being in textiles (42 percent) and lumber and 
lumber products (23 percent). Eight census industries gained and eight lost 
(Transportation equipment added 58 percent in new jobs.) 


15. COMMENTS ON 8, 2663 


I think on the whole S. 2663 (a bill to establish an effective program to alleviate 
conditions of excessive unemployment in certain economically depressed areas) 
is a very good bill, and I heartily approve. 

I would make the following general suggestions: I think that you could put 
in a provision which would eliminate the abuse of tax exemption as a means of 
building plants in some States in order to induce industries away from other 
States. The tax codification bill almost solved that problem, but unfortunately 
a few Southern Senators killed this provision. 

I also hope that a provision might be inserted to the effect that in dealing with 
tariff concessions attention should be paid to the effects on depressed areas. I am 
giad to see a provision facilitating the disposal of agricultural surpluses in such 
areas. This would make up at least in part for the higher prices depressed areas 
pay for food and raw materials. 

Here are a few other comments of a more detailed type. I wonder why the 
Social Security Administration is not represented under section 5. Under sec- 
tion 8 I note that $100 million would be made available in all for loans. I also 
note that the annual investment in nonresidential construction and producers’ 
durable equipment amounts to close to $40 billion per year. 

The $100 million seems like a small sum compared to this. I also do not see 
why the going rate of interest has to be charged. Consider the gains of taxes, 
unemployment benefits, and assistance that would result from these investments. 

Again in section 8, I wonder if it would not be a good idea for the 6624-percent 
figure to be reduced to 50 pereent, and also that as a condition of aid the State 
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government provide 25 percent. In other words, the totals would be 50 ceiling 
for the Federal Government, 25 minimum for the State, and the remainder by 
the local government. The financial problems are much more serious for local 
government and also civilians in depressed areas than for the State government. 

I would especially emphasize the greater fiscal capacity of the Federal Govern- 
ment than of State and local governments; and of the State than of local 
governments. 

The table below shows that since 1945-46 State and local tax burdens have been 
rising much more than Federal; and the State and local debt rose about 14 
times as much vercentagewise as the Federal debt. 


| Billion dollars] 


Federal revenues 

State and local revenues. 

Federal e ditures ‘ 

State and ] expenditures 

National debt, Federal Government 
National debt, State and local. __---__-. 


Sources: National Income, 1954, and Economic Report of the President, 1955 


Top of page 6, I assume that in estimating the employment effects the secondary 
employment would also be considered, that is, the effects on employment of 
the spending by those who receive the initial employment. 

On pages 6 and 7, it is not made clear that the whole publie-works program 
should be considered relative to the needs of depressed areas. 

Under section 11, again the issue is raised of preferential procurement for 
depressed areas. So far these have been pious hopes. In fact, during the year 
1954 New England received only two contracts of more than $100,000 as the 
result of these preferential provisions. 

Under 16 (a), I would suggest that any contribution made by the Federal! 
Government for supplementary unemployment compensation should be con 
ditioned upon minimum standards of duration and benefits by the States 
Otherwise the tendency would be for the State programs to cut down, especially 
on duration of benefits. 

It is also important to provide adequate resources for vocational rehabilita- 
tion if extended unemployment compensation is to be based on vocational 
rehabilitation. 

16. CORRECTIVES 


(i) Tax and revenue policies should be scrutinized in terms of overall effects 

(ii) Abuses of tax exemption should be ended, e. g., municipal building of 
plants for private enterprise. 

(iii) Federal funds should be made available on a loan basis for stimulating 
investment in surplus labor areas—as suggested by the Douglas bill (S. 2663). 
I would go even further and suggest that rates should be reduced below costs 
of borrowing to offset gains of income and outlays for the Treasury associated 
with favorable effects on employment. 

(iv) A Federal system of unemployment exchanges should be instituted 
so that information on employment prospects should be better known 

(v) An extension of the period of unemployment benefits should be provided 
in surplus areas—as suggested in the Douglas bill. The funds are available, 
tor the Treasury has “absconded” with $500 million to $1,000 million diverted 
for administration of unemployment insurance but not used. 

(vi) The vocational training (inclusive of rehabilitation) program should 
be expanded. In fiscal year 1954, Federal outlays on rehabilitation were $25 
million and, in 1956, $39 million (proposed). But only 6,000 of 200,000 work- 
ers injured requiring rehabilitation received them under the Federal-State 
program (The Budget of 1956, pp. 678-79; United States Department of Labor, 
Workmen's Compensation in the United States, p. 44). 

(vii) As the Douglas bill proposed, there should be preference shown in 
Government procurement to producers in depressed areas. But this provision 
requires teeth. Despite repeated promises, New England received but 2 con- 
tracts in excess of $100,000 in 1954 as a result of these preference provisions 
(Monthly Labor Review, June 1955, p. 647). 
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(viii) On tariff policy, great care must be exercised not to hurt further 
depressed industries and labor surplus areas. The New England textile in- 
dustry has lost more than 200,000 jobs in recent years. It is irresponsible 
policy to put the burden of solving the Japanese problem on New England 
textiles. 

This is not an argument against freer trade. But it is an argument for 
improved distribution of the costs of trade liberalization (more on growing 
industries) and a suggestion that alternative policies be considered. 

(ix) Under unemployment insurance, minimum rates should be set so that 
the range of differential costs would be narrowed. 

(x) The encouragement of mergers by Federal tax policies should be 
ended. 

(xi) Subsidies to foreign competitors, through raising prices of raw ma- 
terials for our textile industry and through a two-price system, should be 
discouraged. 

(xii) A flood-insurance program and an adequate flood-control program 
should be invoked as soon as possible. 


(The appended tables referred to by Mr. Harris are as follows :) 
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Mr. Harris. | think Governor Herter’s suggestion that it probably 
isn’t @ idea to call these depressed areas is probably a good one. 
Probably “distressed areas” is just as bad. Perhaps “surplus labor 
areas,” might be one that doesn’t have quite the same connotation, and 
has a certain amount of support in the language of the country. 

Let me just first explain why it is that we have difticulties. I think 
Governor Herter is quite right when he says there has been a great 
improvement in Lawrence, but one must not forget that this is the 
top of a boom—the top of a boom, the like of which we probably have 
never had before—and that one must not draw conclusions about the 
situation in December 1955 in terms of the long-run picture. 

One can even be fairly optimistic and yet expect some reduction in 
economic activity in 1956 and 1957. In that kind of a situation, the 
surplus labor areas tend to have a multiple decline, compared to the 
average of the country. This has generally happened. 

If you look at the picture over the last 5 years you will find that on 
che whole these surplus labor areas in New England have had a con- 
siderable amount of trouble, as I shall point out in a minute. So I 
think we ought to be grateful for the great advances that have been 
made in all the textile and shoe towns particularly. 

But when you take a longer look over 5 years, it does seem as though 
it is very important to do some planning on this issue, and particu- 
larly when the situation has improved to a substantial degree. 

This is the time when it really pays off to dosomething. Therefore I 
am very grateful that this bill has come out. 

Let me just suggest the nature of the problem. I think textiles 
are particularly interesting to me. Let me point out that the textile 


industry and the apparel industry, and one or two other soft goods 
industries, are relatively 40 percent as important to the manufacturing 
economy of the Nation as they were 50 years ago. This is a good part 
of our aes that we have those industries that don’t tend to grow 


as rapidly, or even decline in employment. 

The situation is particularly bad since 1947. For example, in tex- 
tiles, from 1939 to 1947, our total share of the Nation’s jobs dropped 
from 28 to 26 percent. But from 1947 to 1953, they dropped en 
24 to 18 percent, a-much larger percentage decline per year than 
we have had in the earlier years. This is largely explained by the 
great decline in woolens. 

Among other interesting points—of course you have a great deal 
of interest in all these economic problems, and I hope you will put 
this in your reservoir of economic knowledge and support—I was 
very much impressed the other day by looking at the problem of con- 
sumer credit and how this affects textiles. You know, since the end 
of 1952, housing and consumer credit have risen three times as fast 
as the national income. That is a rate of increase which is rather 
dangerous in my opinion. 

But I am not raising that point. What I am trying to say here is, 
if you look at the last few years, and look at the increase of employ- 
ment, or the increase of consumption in different areas, you will find 
that for transportation, which is largely automobiles, in a — of 
2 years you have an increase of consumption of 15 percent ; of housing, 
of 16 percent; and of clothing, 1 percent. 

This is partly the result of this very marked increase in the use 
of consumer credit, which tends to change the whole pattern of the 
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consumption of the Nation, and works to the disadvantage of New 
England because we are primarily a clothing area, not an automobile 
area. 

This has certain political implications that I don’t want to go into, 
but I think the consumer credit situation ought to be watched in any 
case, and I think from our own regional viewpoint, Senator Kennedy, 
this is particularly important. 

I oak k. 


your book. In fact, one of my friends gave me an advance 
copy of it, and I was very much impressed by the general idea you 
had in this book—for example, discussing President (then Con- 
gressman) John Adams, that here was a chap who on the whole said 
that, “To hell with the region, what is good for the nation is good 
for the region.” He suffered politically as a result of taking this 
attitude—he was a man of great courage who did this. 

I was also impressed, if I may say so, by your action on the St. 
Lawrence seaway, though I have always myself argued that the St. 
Lawrence seaway is good for New England as well as the Nation. 

But even if a program is slightly bad for New England, and really 
much good for the Nation, there is a lot to be said for voting for it. 

But I also think, Senator Kennedy, that we have to take into account 
the regional aspects of national policies. I am very much pleased 
that 8 have been one of the oliees in getting the New England— 
and I hope ultimately the northern Senators—united on economic 
issues, because my own feeling is that we have been losing ground, 
partly because the southern Senators have been so well organized. 
Therefore when you look at these regional problems you can’t say, 
“Well now, it is good for the country, and therefore | am going to 
vote for it, even if it is very bad for New England.” 

If you do that, and if you have another group, say the southern 
Senators who are well organized and look at these problems from the 
southern viewpoint, then of course we take a very bad beating. 

So I think to me it seems that the correct approach in all these 
problems is that of course the national interest comes first, but you 
can’t neglect the New England problems, because if you do, you are 
going to take a terrific beating from some of the other regions, and 
probably the net result would be, if we have a depressed area here, 
that this in turn may not be very good for the rest of the regions and 
for the country. 

So I think this is a very important general problem, and I have 
myself tried as often as I could to needle Congressmen into realizing 
that this is an important issue, and I must say in the last few years 
I have had a definite feeling that the New England Congressmen 
are doing a good job in becoming aware of this problem. 

I think in no small part this is due to your leadership. 

Let me say a word about this problem of the industries. If you com- 

are Massachusetts, Rhode Island, and Connecticut, for example, you 

d in the last 6 or 8 years this sort of a situation. Massachusetts has 
been having a good deal of trouble, and I think the major factor here 
has been the unfortunate loss in woolen textiles. But she has profited 
from a net influx of new industries, particularly in the electronics 
industry. This has helped a great deal. So Massachusetts has not 
done too badly. . 
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Rhode Island didn’t suffer as large a loss in textiles, but didn’t 
have any major industry that came in, so that she didn’t have a very 
good record. 

Connecticut, on the other hand, had the best record as far as getting 
new industries in, and Connecticut has had on the whole a fairly 
favorable picture. In transportation equipment, she has made tre- 
mendous gains. But of course this also means her economy is less 
stable because these are unstable industries. 

So one has to take into account that general picture. 

Another interesting point, New Engl: ind has been losing ground. 
If you go back to, say, just before the war, our per capita income 
was 25 percent above the Nation’s, and today it is 9 percent. That 
is a fairly large loss over a period of 10 or 15 years. But the interest 
ing point is that in the last 3 or 4 years we have stabilized at 109. 
This is a remarkable relative improvement for an older economic 
region, and something we ought to be proud of. It suggests that some 
of our joint and concerted efforts are beginning to show in terms of 
our relative picture in the whole national economy. 

Now I come to paragraph 2—I hope I am not going to be so long 
with the rest of these—governmental policy. 

I have many times suggested that part of our difficulty is govern- 
mental policy. That is, I am talking about the Federal Government. 
I think that we would have less trouble if we didn’t have so many 
policies in Washington that have done us harm. 

I don’t mean for a minute to say many of these policies are not 
justified, but I think one has to weigh very carefully the national 
effects and the regional effects, and have a good overall picture on the 
whole situation, and see just exactly where we stand. 

Tariffs, for example, is a very important item. I myself have al- 
ways considered myself a freetrader, but I have been convinced that 
the free-trade position applied to our New England situation is 
doctrinaire, and not fully relevant. I would strongly argue, for ex- 
ample, that if the textile industry loses 40 percent of its jobs in 8 years, 
as 1t has in New E ngiand, and even loses jobs all over the country, 
that in this kind of a s told this to every agency 
in Washington that has sone relevant—in this kind of a situation it 
is irresponsible behavior on the part of Washington to come out and 
say “We will cut the tariff on textiles,” because this means you give 
an industry that is already declining in a serious way, another blow. 
This doesn’t seem to be responsible government. 

I am not against tariff cuts, mind you. My only point is that if you 
have to have tariff cuts because of larger objectives of economic and 
political policy, these should be put primarily on the growing, strong 
industries that can take this kind of adjustment in their stride, and it 
should not be put on our weakened industries. 

I take a similar position on any weak industry that is in the same 
position as textiles is in New England. Yet we have had a substantial 
cut in the textile tariff in the last Geneva Conference—not as large 
probably as we would have had if many of us—including Senator 
Kennedy and other people—had not raised an awful lot of howls about 
what this would do to the New England economy. 

Again what does the Federal Government dof I myself have never 
been very critical of our farm policy, but let’s look at what it has done 
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to our New England economy. The price of food has gone a This 
is part of our standard of living. The price of raw materials has gone 
up. Therefore the things we buy primarily from the rest of the 
country have gone up in price. This has certainly meant a deteriora- 
tion of our economic position, and the net result therefore is a loss of 
economic status. 

IT was glad to see the Senator, I think, say at one point he wasn’t so 
sure about fixed parity. I think he was one of the few Senators who 
had the courage to do this. We still have some farm population in 
Massachusetts. I am not getting into the argument about the flexible 
or the fixed parity, but I am pointing ott that this policy, which to a 
considerable extent might be justified on grounds of national policy, 
should also be considered in terms of what it does to the New England 
economy. 

As far as the New England economy goes, we have two policies that 
work directly to our disadvantage—the policy of increasing the prices 
of what we buy through these farm policies, and the policy of reducing 
the prices of what we sell through the reduction of tariffs. 

So our imports cost us more, and we get less relatively for our ex- 
ports. Of course this means, as you know, Senator, from having had 
economics A in Cambridge—this means of course that we have an ad- 
verse balance of payments. 

Senator Kennepy. I might say we are going to have another com- 
modity with higher prices after the Senate gets through acting next 
Monday on the natural gas bill. 

Mr. Harris. Oh, yes, that is another. There again, of course you 
have the strong influence of the southern Senators. And some of 
them whom you might expect might take a different view. But with 
the southern interests involved, as you know, they will always play 
together, and they get a job done when they want it done. They are 
terribly effective. 

The net effect of all this is that we lose cash to the rest of the coun- 
try, you see, and we have less money. With less money, of course, our 
prices fall—relatively speaking. 'Therefore, there is pressure on wages, 
and our wages fall, despite the strength of the national trade unions. 
If you compare our wage level today with what it was 25 years ago, we 
are a low-wage area—which on the whole means a low-standard area. 

In 18 census industries for which we have figures, the New England 
wage is below the national average in all but three States. This is what 
has happened through this kind of pressure on our economy, the com- 
petition of new areas, the higher prices of things that we have to im- 
port, and the relatively lower prices of the things that we sell. 

On top of this, what does Washington suggest now? What are they 
playing around with? They are playing around with the general idea 
of a two-price system in agriculture—high prices at home; low prices 
abroad. They therefore will sell cotton to, say, Japan at low prices, 
and then we buy this finished product at which the price of the raw 
material in one-half roughly, in competition with our own cotton man- 
ufacturers, even though our cotton manufacturer, you see, at home 
pays the high price for cotton. 

Then, of course, we have the tax-exemption program. If a city in 
Mississippi wants to issue a bond, they can issue a bond, take the 
money, pay no taxes on the issue under Federal law, and then they 
can build the plant and offer it to a northern manufacturer at a song. 
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If I understand correctly, there was an attempt made to get this 
provision out of the Federal tax program in the tax codification bill 
of 1954. What happened was that this went through the House and 
it said that a southern community—it didn’t say southern commu- 
nity—but any community that used a municipal bond in order to 
build a plant or something of this sort would not get tax exemption. 

This was not what tax exemption was meant for. This bill got into 
the Senate, and my understanding is—and I think this is reasonably 
reliable—Senator George and Senator Byrd said—even though the 
Republicans were then in authority—* This whole tax program is not 
going through if you keep this provision,” and it was dropped in the 
Senate Finance Committee. 

Again you see the great influence of the southern Senator. 

Now, we have had the accelerated amortization program under the 
defense act. New England has received, over a period of 5 years, 20 
or 30 percent of the amount of accelerated amortization that might 
be justified by her stake in the economy. What is more, the accel- 
erated amortization program was often used to build textile mills in 
the South, even though there was overcapacity in textiles. 

I don’t want to mention the Taft- Hartley Act, but let me suggest 
merely one aspect of the Taft-Hartley Act, namely, that the Taft- 
Hartley Act has tended to freeze the situation in which wages are 
higher in New England than they are in the South. Wages were ris- 
ing in the South. The Taft-Hartley Act made it more difficult to get 
wages up in the South. It encouraged the development of these right- 
to-work laws in the South, and therefore tended to freeze the situation 
in which the North was at a great disadvantage. 

There are other problems like mergers, and so forth, I will not go 
into on Federal policy. I have said something about these elsewhere. 
But the general picture is that many of these Federal policies are in- 
juring the New England economy, even though many of them can be 
defended on grounds of national policy. 

I think we have to get the right kind of a mixture of Federal and 
regional objectives and equality so that in taking into account any 
national policy we first consider the national objective, but we also 
have to take into account what this does to our region. 

Now, on the issue of the burden of Federal finance, I will go over 
this quickly, because as you know, Senator, in the Senate Banking 
and Currency Committee we put in this whole report we have done 
recently. It is going into our textile report, which is going to be 
issued in a few weeks in somewhat fuller form. 

As you know, we studied for 140 programs how much money each 
State and each region put into the Federal Treasury, and how much 
each got out. We get, relative to the South, about one-third as much. 
You yourself pointed out in the case of flood control we received some- 
thing like one-twentieth of what you might expect in terms of our 
stake in the economy. 

A few little details on this perhaps that might be worth pointing 
out: The 10 poor States received 10 times as much out of the Federal 
Treasury relative to what they paid in as the 10 richest States. Of 
course the 10 richest States are comprised of Northern States and 1 or 
2 Middlewestern States—California—and Connecticut and Massachu- 
setts are 2 of these States. We are not crying about this, but we are 
pointing out that this is a situation that ought to be looked at very 
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carefully. I think it would surprise most people to realize that the 
10 poor States got 10 times as much out of the Federal Treasury as 
the 10 richest States, relative to what was put in. 

For example, in 1952, the taxes per capita—to give you a great 
contrast—in Mississippi, were $112, Federal taxes, including the ef- 
fects of who pays the tax. 

In Delaware, which was the highest tax State, and Connecticut 
being second and very close by—Delaware paid $1,015 or almost 10 
timesasmuch. In the year 1952, Connecticut and Massachusetts paid 
to the Federal Treasury $1,103 million more than they received. 
That is roughly about 7 percent of our total income. 

If you look at each of these programs, Senator Kennedy, what you 
would find would be—and I have gone through each of them—you 
will generally find that whenever the Government hands out money, 
assistance programs and things of that sort, or spends money in a 
State, for example, for flood control—you will find that we have done 
very badly compared to the rest of the country. Each of these pro- 
grams is listed in this report. We eliminated about 70 of them that 
had values of less than $10 million a year, and an examination of the 
remainder, covering a period of 20 years, suggests that on the whole 
we have done very badly when the Government pays out money. 

When you had Government contracts and we competed on a pure 
market basis, we did fairly well, though not as well as you might 
expect from our stake in the economy. 

If you look at the loans and that sort of thing, that the Federal 
Government has made—and this plays a very important part in the 
development of the whole country—what you find here is that New 
England obtained about 1 percent of the total loans issued by the 
Federal Government—loans and guaranties—and it should have had 
something like 7 percent in terms of its stake in the economy. 

That means that Federal money is used to build up the rest of the 
country to give them the capital that they need at a very rapid rate. 
This, of course, increases the transitional difficulties that we have 
because those profiting from Federal finance compete with our 
industries. 

So they are getting advantages that we have never had; we ex- 
panded when we were much poorer. I am not crying about this help 
that is being given by the Federal Government, but I think this ought 
to go into the general picture. Therefore, when we need some ane 
as we do for these surplus-labor areas, this is a matter that should 
be given serious consideration. 

& much forthree. The problem of regional competition is one that 
is very troublesome because of course what you have today is that 
even if you have a town or a State that is in trouble, they don’t dare 
do a job that is required in order to help the distressed areas, that is 
adequate considering the need. What happens in this kind of a situ- 
ation is that every State says, “We can’t afford to do it. If we get 
our taxes up, then we won’t be able to compete with Pennsylvania or 
New York,” and so forth. 

So you have this competition among the States to keep costs of all 
kinds down, and therefore you don’t get adequate servicing of the 
distressed areas, among other things. 

If you want to look at one aspect of this competition, everybody 
says, “Well, now look at the South. They have low wage costs, low 
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social security.” Here is social security, Senator, which was put in 
largely because of the idea it was a Federal program and weld put 
no particular region or State at a disadvantage. But actually the 
way it has worked has been that the South has much lower payroll 
taxes than we do. They have less unemployment because of smaller 
benefits. But the net effect is that social security works against New 
England in interregional competition. There is a way of solving 
that problem. That is to set minimum payroll taxes. 

The political strength of the South 1 have said a good deal about. 
I want to say one other thing about regional competition. Everybody 
says that the South takes away our textile industry. But actually if 
you look at the figures from 1947 to 1953, and take all the weak indus- 
tries, including textiles, you will find that the South Atlantic States 
have increased their employment by 19 percent; New England, by 8 
percent. 

In other words, the South gains a little more than twice as much 
as we do. But take the six strongest industries—the high-value in- 
dustries—electronics, chemicals and so on. What happens? The 
South Atlantic States have gained by 29 percent—one and a half as 
much as they have in the weak industries—and New England, 15 
percent. 

In other words, the South is moving fairly rapidly not only in the 
direction of the soft, relatively low-wage industries, but also in the 
high-value and high-wage industries. 

Of course one way to solve all these problems is to pour money into 
the treasury and spend more money and inflate the economy and this 
helps everybody. But as we all know, this general approach is in- 
fiationary, and it isn’t the way you are going to solve the soft spots 
in the economy. 

You have to deal with this problem as you do with a local infection, 
by dealing with the infection and not simply by pouring in more 
oxygen or more food for the whole body. 

Of course everybody says, and the classical economists used to say 
“If you have unemployment, what you want to do is bring wages 
down.” Sometimes that is difficult, of course. Then if you bring 
wages down, you willget new industries. 

I did a paper for the American Economic Association a few years 
ago in which I showed this is not really true, that actually you can’t 
find adequate jobs this way: If you take your service industries that 
give us 60 percent of our jobs, about nine-tenths of those are largely 
localized, and there isn’t regional competition. You can’t take jobs 
away from other people in the wholesale, retail trade and all that 
sort of ieee utilities. ‘This is even true to a material extent 
in manufacturing. 

In other words, if you have a serious depression, it isn’t easier to 
get new jobs by taking jobs away from other regions. You have to 
depend primarily on growth. 

Now, then, an interesting point that was brought out that I found 
here in Boston, is the point that a great many of these jobs that are 
coming along, for example in Lawrenec and other places, give you a 
creat deal of value added, but they give you seledively a small number 
of man-hours of work. 

In the woolen industry, for example, for every hour of work, you 
add a value added of $2.72. But in all industries it is $4.50. 


. 
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In chemicals, it is $13.80. 

In other words, you have to have a tremendous amount of capital 
in chemicals to provide you with the same number of jobs that woolens 
and worsteds gave you. This, of course, is a serious problem. 

Now on the problem of unemployment here, Senator, I put at the 
back of this paper a table which the Bureau of Employment Security 
provided me with. It is a very useful table because it gives you the 
unemployment in the major Massachusetts areas for a period of 5 
years, and 5 different months each year. 

Senator Kennepy. Mr. Mayor, would you care to come up here? 
Perhaps you can hear Mr. Harris a little easier, or are you all right 
back there? 

Mayor Bucx.iey. I am all right back here, thank you, Senator 
Kennedy. 

Mr. Harris. If you look at paragraph 10 and look at the table, in 
Lawrence the annual averages of unemployment were: 1922, 17, 24, 
and 18 percent, in 5 successive years. If you look at the last month 
of Lawrence, you will find a substantial improvement, as Governor 
Herter suggested. I think the people in Lawrence deserve a great 
deal of credit for the way they have pulled new industries in, and 
have improved the situation. : 

There has been a long pull, as it has in all the textile towns. Then 
if you get some general decline in the economy, they get hit very 
hard. So one must not be excessively buoyed up by what has hap- 


pened in the last few months. You will notice also, New Bedford 
and Providence have high levels of unemployment. 
I also have another table here, Senator, which is very useful, 


which I would like to put into the record because this gives a different 
classification of these labor markets. 

Senator Kennepy. Yes, that will be placed in the record. 

Mr. Harris. It gives it for 5 years. This information is awfully 
hard to get on to. If you publish this, I will give you my only 
copy of it. This will be very useful to anybody who wants to have 
a oa 5-year survey of the labor market in a somewhat different 
way than is given in the present table. 

(The table referred to is as follows :) 


Classification code for labor market areas 


May 1955 and 
subsequent 
periods 


May 1954 to July 1951 to 
March 1955 March 1954 


Source: U.S. Department of Labor, Bureau of Employment Security. 





{j14ndeg JuUsWAOCTdMI® jo NReING ‘40qQv’] Jo JUsUIZIEdeG *g *{) :eOIN0g 


I HY ‘euepraoid 
Ti 'N ‘se7seqoueyy 
euleyy ‘purpywod 
40389010 A 
eyoA[OF]-ppPeysuudsg 
psoj peg MON 
[feo] 

@0U8l1 M8] 

JATY [[8 
uoWO1Y 

uo s0g 
AINQIOIV A 
Y[VM1I0O N-PsOJULBIS 
UBVABTT MON 
UuIBILIg MON 

p40] IVY 
yodespig 


pad oo od 
— et es 
bag pat Os oh 
mt nd te 
= et es 


ht et et pt fe te 
— ee ee 


=F ee ee 
— — os ome 
was bod ad oo 
Pt post ot» 
ap oat 
ee 
at bat pat 
at bt» 
at tt 
rat at at 
bt bd fet a # 
— ot od ee et 
ee tt ee 


et et eee 


ee ee ome ome 


Se te 
ee ee ee 


ee ee et ed 
— at eet 
ee et feet pet peg 


<hr it Pt jee pe yp 
tt pe 
—< tt Pt et pe ee jet 
tt pt pt pf 
tt ee et et et 
Se ee 


eee 
=F eS 
—=—FPre 
—— eee 


a 
—— 
—S 
ee 
sa 


— tt Pt Hl ie et fet fe 


ha le eer 
<a tt oe ot ot ot 
poe Ot Set bee bas pe beh freak peed Oot Se 
=" > 

ee ee et et ee ee 
=r > 


-—-— 
a 
a 
—_-— 
a 
--— SS 
——S ee 
os 
a’ 
-_-—- 
eee 


ae 
a 
—- 
— eS 
a 


-- 
_ 


NT 

_ 

- 

- 
jon 
S 
wa 
es 
“a 
i 
aot 
sa 
Ps 


4oq Jaq 


Jaq 40q 
“wade -UIVAON 


oq Jaq 
-ma}deg | -UmeAON 


«uadeg | -uaa0n {genus | qo Avy fgenuer | yomypy | Avy 


Arne 


LOPME 


1961 ZS61 


. 


I ‘HY ‘eouepTAclg 
“HN ‘doqsotpuryy 
~~“ auyey ‘puryyiod 

ere 197890.10 A 
exo4JOH-ppeysuysdg 
~~" ploypeg MON 

~~ [{@M0'] 

"- @0U01M 8] 

“AOATY (184 

“U0, ool 

“~~ go s0g 
AINGIO4}B AA 

| ~ ¥[@M1ON-psojurey s 

II te , ’ “""""“UOABAT MON 
II Ill Ill | o nek ~~" UTR MON 
; ==" “pH J0j} 18 


Il | II II 
Ill Ill sy Ilr | 0 f oes ~~ “qaodes pig 


| 
dé 40q 


= 
= 
> 
a 
&) 


- 
“Ar 


A REDEVE 
BROCAkOR 


vohemhenkanla 
eee 
tt ee 


ee 
ne 
-—-— 


oe mt et 


mt et et et 


< 
- 
f=] 
>> >> 
_——_—— — 
a 


ARE 
== 
rr 
ee 
~ 
~ 


— 
ek et ps Et et et eel et fee 


—a > 
SS a ee 
pent pt a ty EQ 
—— ee 
—-- 

rt at tat et 
-——o 

— a 


— 
eee 
—— 
Se 
“2 
= Ls 
a 
— 


- 
ae 





' 
2 | | 


Avenues | qo yy Asw | Ane | | -U0AON yoy | Ae Arne | -urajdag | -u9aa0N 


es Azen 
ee ; 1 | “UBe 996T | 


S61 


Jaq J0q | 





solv fijdans 40¢ vw figsvnbo 





326 AREA REDEVELOPMENT 


Mr. Hararts. I also would like to point out that the service industries 
have been improving and they have given us more jobs. This, of 
course, is very important, although I have always felt that the increase 
of service jobs is a help because it means that you can absorb some of 
the factory workers. 

But it also means, Senator, that sometimes it is the reflection of the 
fact that the factory worker doesn’t have a job, and he is pressing the 
labor market hard and he very often takes an inferior job because of 
this fact. 

Perhaps something is going to be said at these hearings about a 
recent report that was put out on diversification, that one of the solu- 
tions of our problems is for every firm—particularly textile firms—to 
diversify. I think this is a good idea, and the textile firms ought to 
be clear that there are possibilities of diversification. 

But I often wonder whether this is a solution for textile firms that 
are short of capital, and one must be very careful to be sure that this 
is not a program, as a textile group claimed, to weaken the textile 
industry here. One may also wonder whether this is a program that 
will work, because as far as I know, no textile firm has as yet gone in 
for diversification in this sense. 

I must say that the textile managers in New England, particularly 
in cotton and rayon, that I know, are very able people. If they 
weren’t able, they couldn’t have survived the last 25 years in the kind 
of competition they have had from the South. 

Finally about this bill, Senator, let me just make a few suggestions. 
I will stick a little closer to the context here. 

I think on the whole, S. 2663 is a very good bill and certainly is a 
— in the right direction. I am terribly pleased that this has come 

orth. 

I haven’t seen the Smith bill, Senator, but I have read the President’s 
remarks and the remarks in the President’s economic report. I think 
the Smith bill follows this. Do you know if I am right on this? 

nee Kennepy. Yes. I haven’t seen the comparison between 
them. 

Mr. Harris. I think this is correct. I will have a few remarks about 
both of these bills. Here are a few suggestions. I would put in a 
provision which would eliminate the abuse of tax exemption. This 
may not be politically wise, because this might result in the southern 
Congressmen losing some interest in this bill. 

I would also hope that a provision might be inserted to the effect 
that in dealing with tariff concessions, attention should be paid to the 
effects on depressed areas, or shall we say “surplus labor areas.” 

I notice that $100 million is made available for loans, and $100 
million, I gather, for public facilities and so forth in the Douglas bill. 
I looked in the budget. I got the full budget yesterday, of the United 
States Government, and looked through that. 

I found that in the budget, the President provides an appropriation 
of $10 million for their program. That makes me a little cautious 
about this program because I don’t think you can do very much with 
$10 million. 

Senator Kennepy. The Smith bill had $50 million in it. 

Mr. Harris. I see, but the budget itself—perhaps they think they 
are going to get started rather slowly, or something of this sort. In 
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any case, this is something that worried me a little bit, because some- 
times we do get large programs and large words, but we don’t get the 
cash to back them up. 

My theory has always been that a program, in order to work, has 
to have some financial backing. 

Senator, I think you mentioned the fact about the amount of the 
participation of the state and federal government in this program. 
The federal government in the Douglas-Kennedy, et cetera, bill, was 
to put up no more than 65 percent on loans. I notice the President’s 
Economic Report said “The Federal Government, 25 percent; the 
State and leant rovernments, 15 percent.” 

I myself would make a suggestion in your bill, namely, I would say 
that what we really ought to have, instead of a 6624, I would reduce 
that to 50, and I would ask the State governments to provide 25 per- 
cent and the remainder from local governments and private finance, 

I say this in no small part because if you look at the next page, you 
see the development of Federal and State and local finance. I have 
inserted figures for 1955 which I didn’t have when I wrote this out. 
But the general picture continues with a very much greater rise in the 
burden on State and local government as compared to the Federal 
Government, and I would therefore be much more disposed to favor 
the Douglas bill on this issue because it puts a larger part of the 
burden on the Federal Government, where the capacity to pay is 
greater. 

But I would be inclined to put—and specifically put—some responsi- 
bility on the State government, which on the whole is in a aanbuier 


financial State than the local government, particularly where the local 


government is depressed. 

I think this is very important. I think one of the comments I 
would make about the Lawrence situation is that they haven’t had 
enough cash to get some really modern a in there. This kind of 
a program would certainly do an awful lot of good for a community 
like Lawrence. 

At the top of page 6 when you talk about employment, I assume 
you also mean all the secondary effects of an initial increase in em- 
ployment, which might be a doubling of the total effects. I agree with 
everything that you said about Government contracts. They have 
been a complete flop as far as New England goes, 

In 1954, according to the Bureau of Labor Statistics figures, we had 
two $100,000 contracts as a result of all of this effort—two contracts of 
more than $100,000. And so I think this is a pretty feeble program. 
It is partly because the military people just don’t know what todo. I 
think Governor Herter suggested something of this sort. 

I had a talk with some experts on this the other day. They told 
me that what the real trouble is is that these poor military procurement 
people are told to do six things at once. 

For example, they make special exceptions on foreign contracts— 
price differentials. They have to deal in terms of the small business 
problem. They have to deal in terms of the distressed area problem, 
and they have to distribute their contracts so that one concern doesn’t 
get an execessive part. 

They get so darned confused that they finally end up by saying 
“Let’s let the free market do the job.” 
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Here again you run into the southern problem. On the whole, the 
South is against anything of this sort because they are well aware 
that this frequently means diverting contracts to the North. So they 
don’t support this kind of a program too much. 

Senator Kennepy. In that regard, do you think that bid-matching 
is of any use in attempting to write in an amendment on bid-matching ! 
I agree a lot of people would oppose it. In fact, from all areas where 
they do have large Smee areas, they would oppose it. 

Mr. Harris. I know it. You remember, Senator, when President 
Eisenhower was in Lawrence in 1952 campaigning he made some 
promises he was going to deliver. One of the things they did was 
this bid-matching. He supported this. 

Then the southerners raised an awful howl about this, and he re- 
treated, you remember. So the net result was that the thing has been 
pretty much of a flop. 

I don’t know how you can do this. I would argue, and I think the 
point ought to be made time and again, that doesn’t cost the Govern- 
ment money, because the whole theory is that you save an awful lot of 
money by reducing unemployment compensation assistance, and other 
aid to these areas. So at least to that extent, it is good economics to 
divert the contracts according to the areas that need this kind of help. 

Of course, the accelerated amortization is another provision that 
is supposed to help. You give special accelerated amortization to 
the surplus-labor areas. I don’t think this has amounted to very 
much as yet. Perhaps you know better, but I don’t see any indication 
that this has amounted to very much as yet. 

Senator Kennepy. There is an industry here in Massachusetts that 
was interested in locating, or is interested in locating, in the Lawrence 
area. But because of the dispersal program of the Government, the 
only way they can get a tax amortization is to develop outside of this 
general area. 

While if we wrote in the tax-amortization benefits here and included 
surplus labor, they perhaps could still build in the Lawrence area 
and wouldn’t have to go out. 

So it seems to me that program might be of some assistance by 
adding surplus labor to the other standards which must be met. 

Mr. Harris. There is an interesting point I meant to mention be- 
fore, Senator. If you take the Southwest, they have 5 percent of the 
manufacturing employment, and they are doing 20 percent of the 
business construction. That shows where the business is likely to 
wa er is part of the point you have raised about dispersal and 
so forth. 

In New England we have about 9 percent of the manufacturing, 
and we are doing 5 percent of the construction. There is a tremendous 
contrast, and this gives you some indication of where the growth is 
going to be. 

For that reason alone it is very important so far as possible to get 
some of this help siphoned off here. 

The administration bill I am pretty sure follows the Burns report. 
I believe your bill, Senator, has a few provisions that the adminis- 
tration bill has. One is that they suggest that the urban-develop- 
ment program also be re to business development. You 


remember the President had $200 million in his budget for this 
program. ; 
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My opinion of this would be if this is done, it takes it away from 
slum clearance generally, and transfers the money. I would say if 
you are going to do this, you had better provide some additional 
money, you see. But I think it is a good idea to do it if you can get 
the additional money. 

They also suggest, and I think this is also a good point, that under 
the Housing and Home Finance Administration, sheds should be a 
priority for houses in the surplus-labor areas. I think this is a sound 
provision. I don’t think your bill has that. 

On unemployment insurance, I think your bill is excellent. I would 
only make one suggestion. I might say, as I have argued many times, 
the Federal Government has run off with $500 million, or a billion 
dollars of this money by taking the administration money. They get 
back 3 percent of the payroll and only use a small part of it. This 
has been going on for many years under both Democrats and Republi 
cans. Iam not blaming the Republicans specifically for this. I think 
some of this money ought to be put in the general reassurance pool. 

Your suggestion, Senator, is that we increase the total amount of 
unemployment compensation for people who are in these distressed 
areas who have exhausted their benefits. I think that is a very good 
idea. As long as our unemployment compensation pays only one- 
third of the going wage, and goes on for only about 20 weeks on the 
average, this is very important. 

But I hope that some provision could be put in which would say 
that if this is done, it must not be done in such a way as to reduce bene- 
fits generally, or for these particular people, because this is the great 
danger, this is what happens so often. 

We have, you know, in the social security bill now a provision to 
take care of the medically indigent. What has happened is that this 
is simply taking money away from other purposes for which these 
people are supposed to get some cash, and the money is diverted to 
medicine. That is what is likely to happen here. 

In other words, if a State gets a certain amount of money to take 
care of some of these people, w what they are likely to do, is to cut down 
on their benefit level, or something of that sort. I think a specific 
provision ought to be put in here to this effect, so this will be avoided. 
On the rate of interest on these loans, I would say that the going 
rate the Federal treasury has to pay is not the appropriate rate. It 
ought to be less than that, because you should allow for the amount of 
money the Federal Government saves as a result of this program in 
more taxes, in less aid to these areas, and so forth. 

For example, if the Federal treasury borrows at 3 percent, this 
money should be made available at 2 percent. This difference of 1 
percent makes a tremendous difference in the cost of construction. I 
think they say that a 1-percent difference is worth 10 percent of the 
cost of construction. 

So this is a very important item. 

Let me also say, Senator, as you know, the Sparkman subcommittee 
had hearings, and they made some suggestions on what might be done. 
They were interested primarily in the underprivileged, but they tied 
this up with the problem of the distressed areas. I made a statement 
before that subcommittee. I wanted to point out that they had a 
few ideas that are partly in your plan, but perhaps not put so clearly. 
One is the idea that the Federal Government take over all responsi- 
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bility for a census of labor that is available, and other resources that 
are available for all these plans of economic development. They also 
make the point there ought to be credit available. You have done 
that. 

They also suggest that there ought to be help on migration. I 
think they say it very specifically and well. Though on the basis 
of both British and American experience, I would say that it is aw- 
fully hard to get people to move out. It is much easier to get in- 
dustries to come in, and from a sociological viewpoint, I think this 
is desirable. 

Let people stay where they have been and where thy want to be. 
But to some extent we could improve migration, particularly if we 
had an improvement in our cinlavions exchanges so people would 
have a better idea of the prospects that were available and that we 
could help them finance their moving if they have a guaranteed job 
somewhere. 

So finally, Senator, I just summarize by saying that the abuses of 
tax exemption should be ended, Federal funds should be made avail- 
able on a loan basis for stimulating investments as the Douglas bill 
suggests, a Federal system of unemployment exchanges should be 
instituted if this is at all possible. I am afraid there would be tre- 
mendous opposition. The extended unemployment insurance should 
be presented on the conditions that I stated. 

Vocational training should be made available in larger amounts if 
we are going to make it a condition for these people to get additional 
unemployment insurance if they have vocational training. And I 
have in mind particularly the problem of the vocational rehabilitation, 
where we take care of something like 6,000 people a year, and actually 
we need to take care of 200,000 people a year. 

I am afraid, Senator, I was too long winded. I apologize to you 
and also to the expert on the committee for having taken more time 
than I thought I was going to. 

Senator Kennepy. I think the testimony, as it was in the case of 
disaster insurance, is invaluable, because you have been the one who 
has been providing us with all these figures for the last 10 years, with- 
out which I don’t think any of us in Congress would have realized how 
badly we have suffered in the planning of Federal programs. 

So I think all you have said this morning will be of great help 
to Senator Douglas and all the members of the committee. 

I did want to ask you just one question. Governor Herter asked a 
question as to whether we could get accurate enough statistical in- 
formation on the amount of unemployment to put this formula into 
existence. We have 9 percent—the Administration bill has 8 percent. 
Do you think those figures can be brought up to date enough to permit 
us to set that sort of a standard ? 

Mr. Harris. I think a nine percent standard is certainly not ‘a 
generous one. I think your statement as you made it there is all right. 

You may be amused. I was at a seminar at the law school. I gave 
a paper on defense yesterday. There was a chap from one of the 
neighboring colleges there. He made this statement: He said, “The 
trouble with Lawrence is they don’t have any unemployment.” He 
said, “These people just pretend to be unemployed.” f 

I said “But how about all these years when they have had a high 
degree of employment of 20 percent ?” 
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He said, “All those people didn’t want jobs.” 

I said, “New Haven has had 2 or 3 percent unemployment all these 
years, and Lawrence has had 20 percent. Now, do you think the people 
mm Lawrence are less desirable and a less moral group than the people 
i New Haven?” 

But this is part of the kind of opposition that you run into in all 
this kind of thing. 

I am not sure I share Governor Herter’s doubt about these figures. 
Of course we all know these unemployment figures are subject to a 
margin of error, but there are all kinds of checks. Unemployment 
compensation figures give you one check, and the Census figures give 
you another. They reconcile pretty well. 

They may be 10 percent out of the way ; that is instead of 9 percent 
you may have 10 percent. I know in November we stated that the 
Lawrence unemployment was 7,000. I was talking to the 25th anni- 
versary class of Harvard, and a chap got up and said, * You are wrong. 
I own a needle factory in Lawrence. I can’t get anybody to work 
forme. There is no unemployment i in Lawrence.” 

I didn’t have the figures in my pocket, unfortunately. I could only 
say, “Well, I know this is a Department of Labor statistic. This sug- 
gests to me at least 12 percent unemployment.” 

He said, “Well, I just can’t find anybody to work for me.” 

Senator Kennepy. Of course it may be the wages, and probably it 
is all female help, isn’t it? 

Mr. Harris. That is part of it. This is a parasitic industry, of 
course. This is one of the troubles you run into in textile towns. Many 
of the industries that come in pay lower wages, and have less satis- 
factory working conditions. The Miernyk studies show that more 
than half the people who leave the textile plants are dissatisfied with 
their jobs. That is one reason why we have to keep the textile industry 
and the shoe industry in New England as long as we possibly can. 

Senator Kennepy. I want to thank you again, Professor, for all 
your assistance. 

Mr. Harris. Thank you very much. 

Senator Kennepy. I think your suggestions are very good. 

Mr. Callahan, please. Will you identify yourself for the record? 


STATEMENT OF JOHN CALLAHAN, PRESIDENT, MASSACHUSETTS 
STATE A. F. OF L. 


Mr. Catitanan. John A Callahan, representing the Lawrence Cen- 
tral Labor Union and the Massachusetts Federation of Labor. 

I might say, Senator, that Lawrence is well represented here at the 
hearing; and if we all take a limited time to speak, it will give all an 
opportunity to tell his story—at the conclusion of which I am certain 
that there will be no question in the minds of anybody as to the situa- 
tion in Lawrence, and how, in our opinion, this bill could be of assist- 
ance to us. 

I certainly am of the opinion that the enactment of such a law as 
this Douglas depressed area bill can do much toward alleviating con- 
ditions not only in Lawrence but in other textile and industrial cities 
throughout the country. 

I would like to have you follow with me for a few moments, if you 


will, what had happened in Lawrence and the assistance that was ren- 
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dered to us by those who said that they would assist us because of the 
number of people that we had employed at one particular time. 

Lawrence was known throughout the world as the greatest tex- 
tile center in the world. Then on a particular morning the mills 
stopped and the people were out of work and we had 20,000 people 
loafing. People came in to town to tell us that they were going to 
render assistance to us. We are still waiting for that assistance to 
come, 

Lawrence has come back a long way, Senator; but it was through 
the efforts of the mayor, the chamber of commerce, labor, and the 
industrial development commission. 

Senator Kennepy. I must say, Mr. Callahan, that I agree with 
you. I think the Federal Government has given minimum support 
and that anything that has been done in Lawrence has been due to, 
as you say, the mayor and the local development commission and the 
State representatives and senators, rather than to the Federal 
(rovernment. 

That is why we are somewhat belatedly attempting to do some- 
thing now. But our record has not been very good on it. 

Mr. CaLttanan. Thank you, Senator. 

Sometime ago when Lawrence was listed as a distressed area, let 
me assure you, Senator, the people of Lawrence were deeply con- 
cerned. But never did we feel we were distressed because, though 
things looked black for a while, the type of people who go toward 
making up the city of Lawrence and the surrounding towns over a 
period of years are going to accomplish the job that we would have 
been able to do a lot sooner had that promised aid come in. 

There were times on one or two occasions the mayor of the city 

and others traveled down to Washington in order that we might 
receive some assistance that again had been promised to us in the 
vast. 
I think we were told that the problem was Lawrence’s problem 
to straighten out. We certainly knew that. Nobody had to tell it 
to us. Now, I think for the first time, we have something concrete. 
It may not have all the answers, but it proved beyond any question 
of a doubt that somebody—you and your sdicaineashdie realize 
the problem confronting us because we still have 10,000 people 
loafing. 

I was interested to hear the last gentleman talk about talking with 
the people at Harvard and one man telling him that he could not 
find people to work in his plant. If that man will contact me, I 
will be happy to give him my card; and if he is paying a fair and 
just wage and one the people of our city are entitled to, then I as- 
sure you we will find the people to work for him in his plant. 

Again, getting back to your bill, I say it may not have all of the 
answers to our problems; but you certainly are moving in the right 
direction and I am quite certain that the passage of this bill will 
do much for the working people of our entire country. Thank you. 

Senator Kennepy. I want to thank you, Mr. Callahan. As you 
know, the program announced in 1953 which lias been in effect has 
been of almost no assistance at all in the granting of defense con- 
tracts to so-called labor surplus areas. The granting of tax amor- 
tization certificates and the program which has recently been 
announced, at least from the administrative level, have been most un- 
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satisfactory. Particularly unfortunate was the dropping of bid- 
matching in 1954 because I think that offered us the best hope as far 
as securing defense contracts. 

But I appreciate your coming down, particularly because you rep- 
resent both the State A. F. of L. and the Central Labor Union in 
Lawrence; and you have had more experience in this problem than 
almost anyone in the country. 

So I am very grateful for your testimony and I appreciate you: 
coming. 

Mr. Cattanan. Thank you, Senator. 

Senator Kennepy. Mayor Buckley of Lawrence. I want to thank 
you for coming this morning, Mr. Mayor. I know you have been 
working on this problem for a number of years, and such an impressive 
job has been done in Lawrence that we were particularly anxious to 
receive your testimony. 


STATEMENT OF HON. JOHN J. BUCKLEY, MAYOR OF THE CITY OF 
LAWRENCE, MASS. 


Mayor Buck.ey. Senator, I want to thank you, too, for extending 
us the courtesy to be heard here in Boston, rather than taking us into 
Washington and getting lost in that maze of government halls we 
have been used to being lost in. 

I known that you, Senator, have done everything you could to help 
us. I have visited you many times in your office as a Congressman 
and as a Senator; and I know that you appeared before the panel 
hearing, Manpower Policy No. 4, with us, and also visited the Presi- 
dent at the White House when we discussed the problem in 1953. 

For the people of Lawrence, Senator, I certainly want to thank you 
for the assistance you have rendered us. I think that Professor Har- 
ris gave an excellent presentation. 

As far as labor surplus areas as a whole are concerned, I think 
we may have some peculiar problems in each one of our own cities 
which we could present to you and you could consider as far as 
the bill is concerned. 

I feel the express purpose of the bill as well as the portion of the 
President’s state of the Union message dealing with the need of aid- 
ing areas of chronic unemployment is certainly most laudable. The 
problem is to give real and needed assistance to such areas in strength- 
ening their economic structure and still maintain a minimum amount 
of governmental interference in the field of private enterprise. 

The experience of the city of Lawrence with the distressed area 
tag is that the label has had an adverse effect on our efforts to attract 


new industry. It has not resulted in any noteworthy assistance from 
the Government. 


The term “distressed area” creates an image in the minds of men 
of industry and business of a city harassed by high relief rolls, sub- 
standard buildings, vacant stores, and populated by a beaten, ambi- 
tionless people. In the case of Lawrence, the image created—and 
created, incidentally, through ill-advised help of some of the press 
and television—was far from a true one. 

Even during the months in which the Division of Unemployment 
Security reported 10,000 and 12,000 people unemployed, the economic 
condition of other industries of the community—for example, the 
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savings accounts, retail sales, credit delinquencies, mortgage pay- 
ments and registrations, new construction and the like—indicated that 
it certainly was not a depressed area. 

However, considerable economic hardship visited many of our tex- 
tile families when in the brief space of time approximately 18,000 
jobs in the woolen worsted industries were lost to the Greater Law- 
rence workers. 

A study of the type of unemployed revealed that they were mostly 
those who had worked in no other industry but textiles, and that 40 
percent of the unemployed were 55 years of age or older. It also 
revealed that an equal number of men and women made up the total 
unemployment figure. f 

Our experience in securing new industry and new jobs to replace 
the textiles we lost would indicate that local action, assisted but not 
controlled by the Federal and State agencies, would be the best 
method of solving our unemployntent problem. 

It is our experience that vacant industrial property when in the 
hands of Said oonesaale is more likely to be developed than when 
owned by interests outside the community. 

I think the Governor indicated that in his talk. 

The most difficult problem facing our community is the development 
of job opportunities for those former textile workers who are over 50 
years of age and whose skills are required in the woolen worsted 
manufacture. 

I highly favor the vocational training provisions of this bill as well 
as section 16, which provides extended unemployment compensation 
to individuals who are undergoing such training. 

I recommend that areas of chronic unemployment be designated 
as surplus-labor areas, or available labor areas, because I think it 
would be more attractive to an industry who might be looking around 
for an expansion, or any other like designation which does not carry 
with it the connotations that the depressed area label does. 

In determining which areas qualify for the proposed assistance, 
I recommend that factors other than the estimated unemployed be 
considered to determine more accurately the economic condition of 
the community. I would be opposed to the Federal Government 
appointing a local industrial development committee. Such commit- 
tee is needed in the area, but I feel that the local government whose 
cooperation and assistance in the field of zoning, municipal planning, 
and in supplying the needed public facilities for industries is needed 
should be the appointing authority and not the Federal Government. 

I question the need of establishing a new agency to assist areas of 
chronic unemployment. I feel that the Department of Labor or 
the Department of Commerce and other established departments— 
if they really wanted to—could administer some of the better pro- 
visions of this bill. 

But, as you know, Senator, we went down to Washington on many 
occasions and we were shunted from office to office. The Paboe Depart- 
ment sent us over to the Commerce Department. The Commerce 
Department sent us to the Small Business Administration. You would 
finally end up tired and go home. 

_ Senator Kennepy. I think that is one reason why we planned an 
independent administrator, even though the administration bill is 
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somewhat different. Otherwise there is a sitting committee and they 
meet once in awhile; the administrator does not have the authority 
that he would have if it were in an independent agency and perhaps 
reported directly to the President rather than the Secretary of 
Commerce. 

So, I think it is important to have a relatively independent adminis: 
trator with sufficient prestige and authority to coordinate all these 
various programs. After all, we do deal with things like the distri- 
bution of surplus agricultural products. We do some things in hous- 
ing and so on, so I think it 1s important to have an eer so 
administrator. 

He may have a connection with the Department of Commerce, but 
I think your experience would show that we never really run into 
anyone with enough prestige to really handle this problem. 

ayor Buckuey. As far as financing in the city of Lawrence, the 
city of Lawrence has been able to borrow over a million dollars from 
the Massachusetts Business Development Corp. for expansion pro- 
= and establishing new industry. Those are some of the new in- 
ustries which we have had come into the city of Lawrence. 

The local banking institutions also have been lenient and they have 
loaned approximately $1 million in mortgages, operating expenses, 
moving costs, setting-up costs, and so forth. 

I would imagine that the private financial institutions would object 
to the Federal Government loaning money because they feel that the 
applicants for loans to the banks should be financially responsible 
people. If they are financially responsible, then, of course, they would 
qualify for a loan from a idoad sank. 

Senator Kennepy. If I could just ask you on that: If that were so, 
there really would not be any need for the Small Business Administra- 
tion. We all know there is a great need for more liquid capital than 
the banks are able to provide, particularly in an area which has been 
chronically hit by surplus labor. 

Therefore, it is pretty low in its income level, and it has difficulty 
pain credit and the banks have difficulty providing credit. They 

ave to be rather stringent. It seems to me, if you are really going to 
do anything, that the provision for credit here is the most important 
part of the ill. 

Mayor Buckuey. As far as Lawrence is concerned, we haven’t had 
too much of a problem as far as credit is concerned. If the company 
that was looking to come into Lawrence was financially responsible, 
we were able to get them credit, either through the Massachusetts 
Development Corp. or through one of the local banks. 

Senator Kennepy. You do not feel that the need for more liberal 
credit terms or a longer period of repayment, 40 years with lower 
interest, would be important ¢ 

Mayor Buck ey. I think that would be of great assistance to an 
industry which might be tight in their capital. 

Senator Kennepy. I would think that a lot of these industries would 
have trouble getting credit from the banks, which after all must have 
stringent terms to protect their depositors, but nevertheless would put 
a lot of people to work if they could get their credit from the Govern- 
ment. 
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I think your point is, it has to be carefully controlled in order not 
to compete with the banks. 

Mayor Bucxuey. One of the things, Senator, we have noticed is 
that people who come into Lawrence looking for things, we have not 
encouraged them because we feel that if they are that bad off finan- 
cially, of course if any kind of a recession came they would then be 
out of business and the city of Lawrence would go back to the situation 
we were In in 1952. 

We want financially responsible companies to come to Lawrence and 
we have done everything we can to bring them there. We have been 
fortunate with the establishment of that Northeast Service Center of 
the Internal Revenue Office. I think that has been a big lift to Law- 
rence. They intend to employ somewhere near 500 or 600 people, 
mostly girls. fl 

I think one of our big problems in any surplus area, Senator, would 
be the decrease in the valuation that would result from the sale of 
mills. For instance, we have the American Woolen Co. mills there 
in Lawrence. We have about 4 million feet of space in the mill. We 
get. about $210,000 in taxes from them. They have been sold by the 
Textron Corp. to a partnership of Menkoff and Crock, who are mostly 
interested in getting rid of the machinery. 

They have had it in their hands for some time now. We have people 
looking for space in Lawrence and they are not ready to talk busi- 
ness as far as space is concerned. It could follow that they would 
get rid of the machinery and then strip the mill and leave the city 
holding the property. After 2 years we probably could take it in 
default. The city would have a stripped mill on its hands with a 
loss somewhere of near $200,000 in taxes for several years. 

I think that under the urban development program they should 
include some of this industrial property, which as I understand now 
they do not. Many of our cities in New England have this old indus- 
trial property, and we can’t interest new industries to come into it. 
It just stands there idle, whereas if we could bring it in under that 
urban redevelopment program which most of us are following, I think 
then it could be soak and we could provide space for new plants. 

The city of Lawrence is peculiar in that the city itself has only got 
about 7.5 square miles and we are pretty well built up. We only have 
two or three areas which could be developed for new industry, for 
new plants. Considering Greater Lawrence, of course, then we are 
going into the towns of Andover, Methuen, and North Andover. We 
have to get their approval on zoning and other items which would be 
necessary. So it makes it difficult as far as new plants are concerned 
in the city of Lawrence. 

Senator Kennepy. One of the provisions of the bill was for grants 
and loans for the development of public facilities. Is it your feeling 
that that would be helpful or not ? 

Mayor Buck.ey. I would think it would be. What would consti- 
tute the public facilities? 

Senator Kennepy. I suppose the development of sewerage systems. 

Mayor Bucx.ey. In the city itself? 

Senator Kennepy. In the city itself. 

Mayor Buckuey. As I said, in the city of Lawrence we are pretty 
well built up in most of our areas. But we have been trying to do 
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something about the Merrimack River. We haven't been able to do 
anything in Washington as far as that has been concerned. I know 
Congressman Lane has proposed that on several occasions. 

Senator Kennepy. A local plan on pollution would be a public 
facility. I did not know whether, in these areas like yours which 
have been hard-hit over a long period of time, where municipal credit 
has been strained, loans or grants by the Federal Government for new 
municipal facilities might not be helpful. 

Or has that been a problem, really, of local financing? 

Mayor Buck.ey. Of course when you are as hard-hit as Lawrence 
has been, you must tighten your belt and you can't do a lot of things 
you would like to do. But as far as our municipal credit, we have 
good credit as far as the financial houses are concerned and we have 
no trouble borrowing. 

Senator Kennepy. Have you had any difficulty in maintaining your 
plant, the city’s facilities, in good condition? In other words, you 
feel, as applied to Lawrence, this section of the bill probably would 
not be of substantial assistance, the loans to municipalities or the 
grants to municipalities in order to develop public facilities? 

Mayor Bucktey. To be repaid back to the Government ? 

Senator Kennepy. The loans would. Of course, the grants would 
not. 

Mayor Buck.ey. I think that it could be of some help if there was 
a grant, but not a loan. Any outside money is going to help. But 
as far as loans are concerned, I think we could handle those ourselves 
anyway. 

Senator Kennepy. I think that is an important point, because if 
that has been true in your community it must be true in nearly all 
of them. The mayor of Woonsocket felt the Federal Government 
should not give grants, however. The city should finance it. So there 
is some question about this. 

Mayor Buck.ey. Of course, we would go along with the city finan- 
cing it itself anyway. But if you put it to me which would we rather 
have, of course I would say the grant. 

But one of the things I think is important, Senator, is the cause 
of this chronic condition, what brought it about in these industrial 
cities, and why these things happen, rather than the solution after 
it happened. I think if your committee would look into some of those 
situations—— 

Senator Kennepy. Of course, the major areas of chronic distress— 
Pennsylvania, southern Illinois, and Maine—have all been due to 
dependence upon one industry which runs into economic difficulty 
and Kentucky the same way. 

The figures for Kentucky for the number of people eligible to receive 
donated commodities is running at 250,000, when Massachusetts is only 
12,000. So I do not know whether our figures are as up to date as they 
could be, but that difference shows how acute these problems have been 
in areas which are dependent upon either coal mining or textiles, the 
two industries which have suffered the most. I do not know whether 
much can be done about that except to try to ease this period of transi- 
tion. 

I will just ask one more question, Mr. Mayor. What did you feel 
about this business of the loans and commercial loans? Professor Har- 
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ris suggested that it be just 50 percent and the bill is 66% percent of 
the cost of construction, and not for longer than 40 years. 

It is your feeling that your experience on credit has indicated this 
section probably is not necessa 

Mayor Bucxiey. We haven’t had a great deal of difficulty in fi- 
nancing it. 

Senator Kennepy. I appreciate your coming in, because the area you 
represent has been of tremendous interest to the committee. 
Senator Albert Previte, please. 


STATEMENT OF HON. ALBERT S. PREVITE, JR., SENATOR FROM 


THE FIFTH ESSEX DISTRICT IN THE MASSACHUSETTS STATE 
LEGISLATURE 


State Senator Previre. I am State Senator Albert S. Previte, Jr., 
representing the Fifth Essex District, comprising the city of Law- 
rence and the town of Methuen. 

I might preface my remarks by stating that I am fully in accord with 
the sentiments expressed by the president of the State federation of 
labor, John Callahan, and the mayor of the city of Lawrence. I think 
they did an excellent job in presenting the Lawrence story. 

I might also preface my remarks by commending and congratulat- 
ing you, Senator, for once again being alert to the needs of the people 
in the Commonwealth of Massachusetts, and particularly my area in 
the city of Lawrence. 

You have had a very keen acumen in being aware, too, of the people’s 
needs. I think you have ably demonstrated it again here in realizi 
that there is unemployment in the Commonwealth and the Federa 
Government should be aware of it. 

I certainly would not refrain from criticizing the complacent atti- 
tude of the Republican administration in trying to close their eyes 
toward unemployment. They would have us believe that prosperity 
prevails everywhere in the Nation, when actually it does not, and 
nobody knows any better than those of us that come from areas 
where there has been chronic unemployment. 

The Republican administration has adopted the more or less do- 
it-yourself philosophy, and they have told our leaders in Lawrence 
when we were seeking assistance that “We can’t help you; you have 
got to do it for yourself.” 

Thank God that we had competent leaders like our mayor, John 
Buckley; and a good committee, the industrial development com- 
mittee, set up by the mayor and the chamber of commerce; and a group 
of private citizens, businessmen, known as the Lawrence Industrial 
Associates, who have done it themselves in the city of Lawrence. 

Thank God that we have capable leaders like them, because they 
have put Lawrence back on its feet partially. Without their aid 
and assistance and intelligence and the program that they did set up 
in Lawrence, I don’t know where our people would be. We cer- 
tainly couldn’t depend upon the assistance that we didn’t get from 
the Federal Government. 

Our citizens—the mayor and a group of local civic and business 
leaders—went to Washington. They were told, “We can’t help you; 
it is a local problem. You have to help yourselves down there.” 
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They came back home and have done an excellent job in doing it. 
We now have 61 new diversified industries in Lawrence. 

I would say that we have more than partially recovered and we 
could probably no longer be called the distressed area. 

I agree with the mayor and those who criticized that term “dis- 
tressed area.” I don’t think it helps the leaders who are trying to 
induce new industries into the area when we are attached with that 
stigma of distressed area. It certainly has an adverse effect. 

owever, our people in Lawrence have certainly gone through 
severe hardships. It is a very cosmopolitan city. Most of the people 
in Lawrence were either immigrants or sons of immigrants who came 
here in the early 1900’s when the textile mills were recruiting workers. 
They are people who have worked all of their lives and hard in the 
mill. They know what it is to work a 50— and 60- and 70-hour week 
for as little as $6 a week, which was the prevailing wage in the tex- 
tile industry back in 1912. 

They are people who certainly have dedicated all of their physical 
assets and a part of their health and a part of their lives toward 
the textile industry. As John Callahan said, all of a sudden over- 
night the textile industry left and we saw as many as 20,000 people 
unemployed in the city of Lawrence with no place to go. 

There have been hardships on he part of these workers during 
that period in waiting for employment. Under the leadership of the 
mayor and the businessmen and the chamber of commerce and the 
industrial committee and the Lawrence Industrial Associates, they 
have provided some jobs. 

As I said, we have gotten partially back on our feet, but I don’t 
think we have fully solved our problems in Lawrence yet. One of 
the handicaps I believe in solving our problem is in filling the empty 
textile mills. The mill themselves are not adaptable to all sorts of 
industry. They are certainly limited as to what type of industry can 
locate in an empty textile mill. 

Most of them are of the electronic nature or manufacturing plas- 
tics and so forth. Certainly if some major industry of a stable nature 
or of a permanent nature did locate in Lawrence, it would solve our 
problem once and for all. 

We need diversified industries, but we also need some sort of per- 
manent major stable industry. I don’t think we can get it in the empty 
textile mills. I fully agree with the section of your bill that provides 
for loans where either a public facility could be constructed or assist- 
ance could be given to build some type of new industrial plant that 
would house some sort of major and permanent industry. I think it 
would go a long way toward solving our problems. 

As far as the interest, somebody in the discussion raised the ques- 
tion of whether or not the banks should loan them the money or the 
commission set up under this bill. I think it is a question of what 
philosophy you have in Government. 

Certainly the Republican philosophy is that private enterprise 
should do it. As a Democrat, I feel that possibly the Government 
should participate in those affairs. 

I think that about covers all of our problems. Professor Harris 
reiterated a statement repeated to him where somebody had been to 
Lawrence and told him—a needle manufacturer or whatever it was— 
that they couldn’t secure help. 
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I agree with John Callahan. I can certainly give him a long list 
of names if he wants help, if he is willing to pay a decent wage. 

One of the difficulties in attracting new industries into the area is 
that many of them are the lower paid industries. Certainly people 
who are used to earning $1.25 and $1.50 an hour don’t want to go back 
to 75 cents an hour. A man with 2 or 3 children certainly can’t sup- 
port his family on those wages. 

We would like to attract industries into Lawrence, but good-paying 
industries so that people can live like decent human beings. 

I certainly can’t emphasize enough what a wonderful job our local 
leaders have done for thmeselves. Whether or not that is the answer 
to the problem, I don’t know. But during the interim there certainly 
was a Not of suffering and hardship on these unemployed people. I[ 
think if there were something like this commission set up as proposed 
by your bill, it certainly would have alleviated and prevented a lot 
of the hardships that our people have suffered. 

I think that about completes my statement. 

Senator Kennepy. I appreciate very much your statement, Sena- 
tor, because I know, coming as you do from that area, you have been 
familiar with it. I think just the section dealing with supplementary 
unemployment compensation during a period of vocational retrain- 
ing—that section alone—would have been a great help up in Law- 
rence where so many of the people exhausted their unemployment 
compensation rights, were not retrained, and therefore were unable 
to find a decent job any place else. 

So I think this testimony has been very helpful. I am sure the 
other members of the committee, when I return to Washington, will 
be very pleased to have your statement. 

State Senator Previre. Senator, along that line again we were for- 
tunate in Lawrence that our forefathers, or whoever established it, 
established within our city government the Lawrence Industrial School 
which is a section of our city government that does train people in 
various industries. 

They certainly have done an excellent job in retraining a lot of the 
displaced textile workers. However, they too have their handicaps, 
They have no quarters of their own. If they did have quarters of 
their own, they could certainly enlarge their capacity or their func- 
tions. I recently asked the State legislature to build a State indus- 
trial school to house these classes so that they could expand on their 
program in retraining our displaced textile workers. 

Possibly this bill will provide some of the assistance that we cer- 
tainly could use. 

Senator Kennepy. Yes. I would like to say I agree with you again 
about the local groups, the industrial commission. You and the 
mayor and the representatives have really carried the major burden in 
the comeback Lawrence has made, and the assistance rendered by the 
Administration has been limited. 

State Senator Previre. Thank you, sir. 

Senator Kennepy. Thanks again, Senator. 

State Senator Previrr. Senator, the director of the chamber of 
commerce is here and would posaly like to give a few remarks. 
Senator Kennepy. All right. 
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STATEMENT OF PAUL J. GREELEY, MANAGER OF THE GREATER 
LAWRENCE CHAMBER OF COMMERCE, LAWRENCE, MASS. 


Mr. Greecsy. My name is Paul J. Greeley. 

Senator Kennepy. I am sorry, Mr. a I did not realize you 
were here. 

Mr. Greeey. I am the manager of the chamber of commerce in 
Lawrence. It has been my privilege to work with many of the people 
whom you have heard this morning and to assist in the industrial and 
economic recovery of our community. 

Yesterday afternoon I reviewed our files on the industrial prospects 
we talked with during the past year. I analyzed approximately 117 
cases to see if from this experience we could learn as to what attracted 
some industries to our area and why we failed to get others. My hope 
was that we could suggest some provisions in this bill that would ae 
us even more successful in our effort to create additional job oppor- 
tunities. 

May I comment briefly on several of the provisions of the bill and 
of the proposed legislation based on our observations and experience 
during the past year. First as to credit: The vast majority of firms 
looking to locate in Lawrence require credit beyond what is a normal 
bankable proposition. It is important therefore, to provide addi- 
tional credit facilities if we are to attract new firms into the com- 
munity. The great danger, however, in providing liberal credit facili- 
ties is that it tends to act as a sieve filtering through only those margi- 
nal industries who are so badly in need of financial assistance that 
there is the great possibility that too many of them will pay low wages, 
will not survive temporary economic setbacks, and in fact, will not 
substantially help the sound economic base of the community. 

As far as the credit provisions are concerned therefore, we feel 
strongly that the extension of such programs as the Massachusetts 
Business Development Corp. can be the most helpful. The Massa- 
chusetts Business Development Corp. is an instrument of providing 
credit more liberally than commercial banks are able to do, and yet 
with sufficient restrictions on it, so that we are not in fact, subsidizing 
the irresponsible firm, the mismanaged firm, or the firm that is running 
away from a union problem. 

It is our feeling that all the publicity which Lawrence has received 
as a depressed community has resulted in attracting the firm that 
wants toexploit labor. Fortunately, we are in a position to discourage 
a good many of these firms from ever coming into the community. 
We strongly advise them not to come, once we feel that it is our labor 
market that they are trying to exploit, rather than build a sound stable 
business. Our fear, therefore. is that a liberal extension of credit, 
as indicated in these bills, would result in financing too many of that 
kind of firms. 

Senator Kennepy. Of course the administration’s bill has a simi- 
lar provision. It provides for $50 million instead of $100 million; 
but nevertheless the general idea is the same. 

Mr. Greeter. I know that it does. The one feature about the ad- 
ministration bill that we like in contrast to the Douglas bill, was that 
it did require a higher percentage of local participation in the financ- 
ing. We feel that it is a good provision. 
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To move on quickly—in regard to the public facilities, which would 
be assisted by these proposed bills, I believe, here there is an excellent 
opportunity for the Federal Government to assist communities like 
Lawrence. It has already been pointed out that we are already pretty 
well built up. But, for example, the highway program that the 
State is planning in our area, part of this highway is going to have 
a great effect on the future of greater Lawrence. It could help us 
build a strong economy. But this highway program is tied in with 
the Federal highway program. Its accomplishment depends a t 
deal on the dunndial capete of the Federal highway program. Now 
if we go along on the normal course of events, waiting for our turn 
in the Federal highway program, it may be years before we get in 
our area the actual construction of the highway program that we 
vitally need to enhance our economic and industrial development. If 
this bill could in some way give priority to highway development, 
especially when such development has already been established as 
needed, it would seem to be that rather than waiting 3 or 4 years 
for this development, that the Federal Government could assist in 
eae our growth by giving priorities to demonstrated needs 
in highways. 

We don’t happen to have a water problem in our community, but 
the thought does occur to me that this might be a problem in many 
other areas that have a labor surplus, and would be another example 
of how this Federal bill could assist a community in the area of public 
facilities. 

As to funneling Government procurement contracts into labor sur- 
plus areas, this has been an extremely difficult area to agree on a fair 
proposal. It seems to me bid matching is the fairest and most sensible 
way of approaching this problem. It doesn’t add to the cost to the 
Government and yet it does give a labor surplus area an opportunity 
to obtain much needed work. 

Regard to technical assistance which would be available through this 
bill, here is another area where some assistance could well be provided. 

In the main, however, I am mostly concerned with how people 
would make out in this program. _It is a shame to have people suffer- 
ing so much as a result of economic changes in the community, espec- 
ially changes of a very drastic measure. While we frequently talk 
about the progress we have made in Lawrence, we are aware that 
there is a class of people, who spent their whole lives in one type of 
job, who now are 40, 45 years of age and who because of workmen’s 
compensation provisions and employment security provisions and 

nsions, etc. that are part and parcel of industry today—industry 
is reluctant to take these people on. They do not have the skills. 
They have been adapted to only one job. If there was any area in 
which the Federal program could help the most it seems to me it would 
be in this area. The Federal Government should come up with some 
way of helping people over 45 years of age, if it meant the extension 
of unemployment compensation while these people were taking a 
training program, that might be one specific suggestion. Our experi- 
ence in Lawrence has been that new firms seeking people to work have 
found that those employees who formerly worked in textiles were very 
adaptable to new skills. We have found that these folks can acquire 
skills for modern industry. 
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I want to thank you for the opportunity of expressing our thoughts 
and saemgee experience on these matters. 

Senator Kennepy. I just have two questions: First is there any- 
thing that you think ought to be in the bill that is not in the bill ! 

Mr. Greeer. No. 

Senator Kennepy. There is nothing, from looking over those cases, 
that you think we could do from the Federal end that is not in here! 

Mr. Greeizy. No, I don’t believe so. 

Senator Kennepy. Of course that has been the problem all along, 
I must say in defense of the Federal Government not having done 
more, short of giving them defense contracts on a negotiated basis, 
whether they are low or not. That seems to me really about the only 
thing the Federal Government could do except providing more liberal 
credit facilities. 

I do not think the provision in this bill dealing with defense con- 
tracts is very satisfactory. That is why I suggested that we write 
in a section on bid-matching, even though many of the Senators are 
against it because they feel it would penalize their districts. 

I thought one of the most important sections here—as I said to 
Professor Harris—was the part where you could get a tax amortiza- 
tion certificate if you built in a distressed labor area. That is not in 
the administration bil! but it is in this bill, I think it would be most 
helpful because, as you yourself know, there are one or two firms that 
are going to move into that area if they can get a tax amortization 
which they could get if they dispersed through the country. 

So we are going to have to meet that challenge from now on. I think 
if we could have this situation in so you could get the same tax amor- 


tization going into a surplus labor area, you are really going to be 
better off, 

Mr. Greetey. That is right. The most important thing, Senator, 
from my point of view is this, we want to be sure to work into the bill 
a lot of local responsibility and participation in whatever programs 
you have. If we look over the experience of communities that have 
done a om job, the ner. in every case has been the local people. 

i 


Loeal leadership ral 
to success. 

Sure, there are problems we have because we are old communities 
and have old buildings and so forth, and there are areas where assist- 
ance could be helpful. But if the assistance will supplement local ef- 
fort, keeping the weight of responsibility on the local effort, I think 
we will render a much sounder program to these communities. 

Senator Kennepy. I want to thank you for coming today. Your 
testimony was very helpful. 

Mr. Watsu. Senator, as a member of the labor union, may I have 
just 2 minutes, please? 

Senator Kennepy. I would be delighted, Mr. Walsh, as soon as 
Mayor Kane of Fall River, who is the next witness, has testified. I 
would be very glad to hear from you. 

Mr. Watsu. I want only 2 minutes, that is all. 

Senator Kennepy. If you can wait. 

Mr. Watt. I will yield to the mayor. 

Senator Kennepy. Would you go ahead, Mr. Wall, and identify 
yourself for the record? 


ed together and self-help has been the key 
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STATEMENT OF HON. WILLIAM X. WALL, A REPRESENTATIVE 
FROM THE SEVENTH ESSEX DISTRICT IN THE MASSACHUSETTS 
STATE LEGISLATURE 


Mr. Wau. My name is William X. Wall, State representative from 
the Seventh Essex District in Lawrence. 

Senator Kennedy, I oe the courtesy you have shown me in 
allowing me to appear before you and say ae about Lawrence. 

At the outset, I want to record myself in favor of S. 2663. I shall 
not take any more time than probably 7 minutes. If I do, I wish 
to be stopped. 

Senator Kennedy, you know what Lawrence has been up to and 
through for the past half a dozen years. We have fought hard and 
Lawrence has been pulling itself up by its own bootstraps. It is not 
o to accept any help. But in abhors charity or any crackerjack 

X program. 

I appreciate the contents in the bill, and because it deals with the 
unemployment situation I would like to go into a territory probably 
a little foreign to the bill. 

You, Senator Kennedy, and the administration previous to this 
one—and I am a member of its party—did promise, as the present 
administration promised, the help that they would give to the city 
of Lawrence on condition that it first do something to help itself. That 
is exactly what Lawrence has done. 

We have had a great mayor, and during his administration we have 
forged ahead and the record speaks for itself. 

In view of the statements made by the administration, of which I 
am a party, and in view of the further statements made by this admin- 
istration, Lawrence will accept this help. 

So for your information, Senator Kennedy, I would just like to 
touch on something here probably you are not acquainted with. It 
is true that we have no known deposits of petroleum or natural gas, 
no rich loads of iron ore, no veins of minerals; we are not wealthy 
in metals and precious or semiprecious stones, no coal deposits prac- 
ticable for mining, and no enormous stands of timber suitable for 
exploitation as lumber. 

Ve are, however, not bereft of natural resources. Our beautiful 
wood-clad hills, our clear and sparkling streams and ponds, and our 
natural strands of ocean beach are far superior to the barren, grace- 
less masses of rock which some call the mountains, the dismal swamps 
and dreary fields which others call their savannas, and the dull, drab 
interminable stretches of flat desert that still others call the prairies. 

In isolated spots there do occur more rugged and more striking 
scenes of natural beauty, but nowhere has nature more uniformly and 
extensively provided prospects which charm the eye and soothe the 
soul than here in New England. 

Moreover, Mr. Senator, there is utility as well as beauty in our soil. 
Thousands of acres of woodlands cry out for development and ex- 
ploitation as pulpwood for the production of paper, synthetic fibers, 
and the raw materials of the plastic chemical industries. 

Inexhaustible stores of limestone, unlimited supplies of unpolluted 
and chemically soft water, admittedly the world’s richest harvest of 
scrap metal and ready access to newly discovered ore fields and lands 
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which are themselves rendered inhospitable if not inhabitable by cli- 
mate, locate us more strategically for the establishment of industries 
producing basic commodities such as steel and aluminum and, there- 
fore, for the great complex of derivative industries which invariably 
follow. 

Senator Kennedy, in concluding, if we are searching for raw mate- 
rials for industries, we don’t have to look too far. We have them 
here. In my opinion, the time for us to face facts is now, at this 
time. The time has come for action. Massachusetts has lost her 
osition of industrial leadership among the States of the United 
States. It cannot be denied that at least in part this loss has resulted 
from natural causes over which we have no control. 

At the same time, it must be admitted that a great part of this loss 
has resulted from the creation of unhealthy forces for which our Gov- 
ernment must accept a great measure of responsibility, and I mean 
the Federal Government, Senator Kennedy. 

Industry is the lifeblood of the economy of the Commonwealth of 
Massachusetts. The great majority of all the citizens of the State 
depend directly or inthivectty upon the profitable productivity of our 
industrial enterprises. Anything that the Federal Government can 
do to stimulate a more favorable atmosphere for promotion of Massa- 
chusetts industry is for the benefit of the Massachusetts worker. 

The highly trained, well-educated force of working men and 
women available for employment in the Commonwealth has no equal 
anywhere in the world. Their skill and craftsmanship are proverbial. 
Moreover, they are cooperative. We have the finest record of freedom 
from work stoppages due to labor disputes of any of the leading 
industrial States in the Union, and that is a matter of record. 

The most recent 10-year average available proves that Massachu- 
setts loses less time per worker due to strikes than any other of the 
10 leading industrial States. 

Senator Kennedy, I thank you for the courtesy and the privile 
of appearing before you. I don’t know whether or not what I said 
you already didn’t know. But we have in this great Commonwealth 
of ours those things that require money to develop. 

I think if the Federal Government goes back to the time when 
they promised to do these things for us and finds that we have lived 
up to our end of the bargain, we did it in good faith and I think 
they should show their good faith. 

Senator Kennepy. Mr. Representative, I want to thank you. The 
point you made about the assets of New England, the necessity for 
developing them, I know used to be made by my grandfather fre- 
quently. I therefore appreciate particularly what you were saying. 
I appreciate your joining us for this morning’s testimony. 

Mr. Wau. Thank you, Senator. 

Senator Kennepy. I want to thank the mayor of Fall River for 
coming up from Fall River this morning, and for his very generous 
patience in sitting through this morning’s hearing. 


STATEMENT OF HON. JOHN F. KANE, MAYOR OF THE CITY OF 
FALL RIVER, MASS. 


Mayor Kane. Thank you Senator. I appreciate the opportunity 
to appear here this morning to give my views on this bill. 
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I believe that the bill as it now stands will be of little help to the 
city of Fall River. The bill requires that a community must meet 
certain requirements if it is to qualify for assistance as a di 
area. At least 9 percent of its labor force must have been unem- 
ployed for 18 months, or 6 percent of its people must have been out 
of work for 3 years. 

This automatically excludes Fall River at the present time. 

According to the latest figures, we have 2,200 people totally unem- 
ployed, coals about 600 more who are partially unemployed. Some 
four to five hundred construction men are out of work because of 
the bad weather, or about 742 percent of our labor force, which is 
a potential of 59,000 people, and takes in the communities of Westport, 
Somerset, Swansea, and all the communities adjacent to Fall River. 

Approximately 2,000 people from Fall River commute to work in 
Rhode Island every day, and anything that affects the industry in that 
State is bound to be felt in Fall River. 

On the surface it would appear that we are enjoying prosperity, and 
that only a relatively small number of our workers are out of employ- 
ment. Cece: the true picture is quite different. The so-called 
needle trades are now our major industry, employing 45 percent of our 
labor force. 

Another 32 percent work in the textile industry, and sporenampstny 
10 percent are in the employ of 1 company making rubber products. 

This means that 80 percent of our workers are employed in soft 
goods manufacturing, which is the first industry to feel the effects of 
any economic slump. 

Fall River’s immediate problem is to attract new industry that will 
employ male workers in heavy industry. At the present time 47 per- 
cent of our workers are women. I have been informed that ideally 
no more than 30 percent of a community’s workers should be women. 
Any new industry that came into Fall Hives and attempted to recruit 
women workers could only add to our problem, as the city has reached 
the saturation point as far as female workers are concerned. 

The needle trades is too highly seasonal an industry to be the foun- 
dation for the economy of any community. I can truthfully say that 
today only a small percentage of our workers are unemployed. But 
since the major proportion of our industry is soft ae might have 
to tell you 2 weeks from now that the picture has change, and that we 
are in actual distress. 

Incidentally, Fall River was classified as a distressed area as recent- 
ly as last November. 

I would much rather see an attempt on the part of the Government 
to channel heavy industry, perhaps holders of defense contracts, into 
areas such as Fall River, so that our men could find gainful employ- 
ment. 

Fall River is making a definite attempt to help itself, and we are 
meeting with encouraging success. The Greater Fall River Develop- 
ment Corp. will soon erect a modern plant which it will lease to a new 
heavy industry. The industrial commission and the chamber of 
commerce have been very active in our program of industrial develop- 
ment. 

I do not feel that the present bill would be of any assistance to us 
because it does not face our major problem, which i repeat is not to 
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find new jobs, but rather to find new jobs for our male workers in a 
heavy, stable industry. 

I feel that if a rider were attached to this bill which having a stated 
percentage of males unemployed and, two, to reduce the time require- 
ment to qualify as a depressed area, then the bill would come closer to 
meeting the specific needs of Fall River. 

Senator Kennepy. Thank you, Mr. Mayor. You feel that this 
9 percent would probably be, at least from your es mostly 
male anyway, but nevertheless the 9 percent doesn’t take that fact into 
consideration. 

Is that the point? 

Mayor Kane. Yes; I do. 

Senator Kennepy. In other words, it would be fairer to say that 
probably 6 percent male would be just as great as 9 percent——— 

Mayor Kang. I think that it would be nearer to it. 

Senator Kennepy. I| think that is a good suggestion. 

Now the question of whether the 18 months isn’t too long a time, 
You are saying you were distressed by surplus in November, but not 
today. So I don’t know whether we would have to try to rewrite this 
so that that is the marginal basis, or to make it 14 months or 12 
months. 

Mayor Kane. When a city gets into distress, you need it immedi- 
ately. I mean there shouldn’t be a long waiting period before some- 
thing is done for it. 

Senator Kennepy. The problem, of course, has been that there is a 
great deal of opposition by Representatives and Senators who come 
from areas which have not had these chronic labor surpluses, and there- 
fore we have to write the provision reasonably stringently or otherwise 
they will say that this is just a give-away for those areas which have 
been slightly more hard-hit than they have been. 

That is the reason why the terms are rather strict. As you know, it 
was the southern Congressmen and Senators, and the western Republi- 
can Senators, led by Senator Knowland, who knocked out bid-mateh- 
ing. There is a great residue of hostility to any program like this. 

But I think the point you made about concentrating on the males 
might be good, because there really isn’t substantial unemployment for 
females, probably, in any part of the country. 

What is your opinion on the credit? I notice that you said your 
local development commission had built a factory for use. Do you 
think if you had additional and liberal facilities for credit, you could 
do more of that? 

Mayor Kane. Yes; I like that idea of the Federal grant where we 
don’t have to pay anything back. 

Senator Kennepy. | suppose that is popular. But how about if 
that provision is knocked out—and there may be pressure to knock it 
out—would you feel that the Federal Government giving loans—— 

Mr. Harris. At low interest rates, yes; I think that is a good point 
in the bill. 

Senator Kennepy. How about helping with public facilities? I 
suppose the credit of Fall River is sound enough so that you can prob- 
ably borrow as much as you feel you properly should borrow. Is 
that going to make a problem ? 

Mayor Kane. No; we are in good shape financially. 
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Senator Kennepy. So, in other words, merely liberal credit 
wouldn’t be of great assistance to you as far as borrowing for public 
facilities? 

Mayor Kane. That is right. You mentioned pollution in your talk 
to the mayor from Lawrence. We do have a problem in the Cruik- 
shan River which runs through the center of Fall River. It isastream 
that has been polluted for many years, and it has been a problem to 
the city for 75 years at least. ; 

But it is now the major source of industrial water for Firestone Co., 
which is now employing about 2,500 people in Fall River. It is very 
much polluted. 

I tried to get some Federal aid to go about cleaning it up. We have 
had an engineering study made of the problem, and they estimate it 
would cost us $4 million to bring the water from the South Pond, where 
it is in a clear state, down to the Firestone plant, a distance of about 
55 miles. But in the distance of 55 miles it passes through the Cruik- 
shan River, and several factories polluting it. I was trying to get 
some aid, but they tell me there is no aid available unless the stream 
is navigable. 

If something like that could be written into the bill, we would appre- 
ciate that. 

Senator Kennepy. That is a good suggestion. I think if there was 
a combination of grants and low interest rates and an extended period 
of paying it back, you might be tempted in this case to purify the 
water, but you wouldn’t calieniity feel ou could do it with the other 
demands on your credit. Sothat might be a possibility. 

I just want to ask you one more question, Mr. Mayor, about this dis- 
tribution of commodities to needy people. As I said, the number of 
needy persons certified as eligible to receive donated commodities has 
only been about 12,000 in Massachusetts and the figure has stayed ex- 
actly the same for 11 months, which indicates to me that either the 
program is dead or the figures are inadequate, because they state there 
have been 12,207 receiving it for a 6 months’ period. Obviously the 
need changes. 

Do you nee whether you have had any program of any importance 
in Fall River as far as distributing to needy people surplus foods? 

Mayor Kane. No; I couldn’t say with any degree of accuracy. 

Senator Kennepy. Pennsylvania, for example, has had over a mil- 
lion eligible to receive it, and we have only had 12,000. 

Mayor Kane. I would like to say a word though, about the Develop- 
ment Corporation which the public-spirited citizens of Fall River got 
together about a year and a half ago to raise money to build the plant 
to the specifications of a prospective employer. 

They now have in the bank in cash $100,000, and subscriptions and 
pledges of over $500,000. We have 959 stockholders. It is a cross- 
section of all the people in Fall River. 

The minimum amount of shares you can buy is 60 at $5 each, or $300, 

aid over a period of 5 years, $5 a month. In the spring we will 
break ground for our building. The city donated a tates iece of 


industrial property down on the Potowomut River to the Develop- 
ment Corporation and that program is going along quite well. 

Senator Kennepy. If this fund of yours had more money, more 
credit, could you do more of that? 
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Mayor Kane. Yes, wecould. That is why I mention that 
part of your bill. e low interest rates and the loan wou 
good to us right at this particular time. 

Senator Kennepy. I want to thank you for coming up, Mayor. As 
I ey, we haven't had the practical experience that you and Mayor 
Buckley have had working with these problems, so I think your 
suggestion would be a very valuable one. I know Senator Douglas is 
especially anxious to hold of them. I want to thank you for 
coming up, and particularly for sticking with us for such a long time. 

Mayor Kane. Thank you very much. 

Senator Kennepy. The committee will adjourn until 2 o’clock, at 
which time we will be glad to hear from Mr. Walsh and the mayor 
of New Bedford and the city manager of Lowell. 

(Whereupon, at 1:15 p. m. the subcommittee adjourned. to re- 
convene at 2 p. m.) 
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AFTERNOON SESSION 


Senator Kennepy. The subcommittee will come to order. 
Mayor Lawlor? 


STATEMENT OF HON. FRANCIS J. LAWLOR, MAYOR OF THE CITY 
OF NEW BEDFORD, MASS. 


Mayor Lawtor. Mr. Senator, my name is Francis J. Lawlor. 1 hold 
the position of mayor of the city of New Bedford, Mass. 

I have analyzed the provisions of S. 2663, entitled “A bill to estab- 
lish an effective program to alleviate conditions of excessive unemploy- 
ment in certain economically depressed areas.” 

Since January 2 of this year I happened to be mayor of a city, old 
in tradition and history, which has perhaps experienced more of the 
vicissitudes of economic depression than any community in the Com- 
monwealth of Massachusetts. 

The experience of New Bedford has been cyclical, and unfortunately 
the cycles have not always been pleasant for the people who have had 
to earn their living in our city. 

With the discovery of oil in Pennsylvania, the whaling industry 
began to decline, and New Bedford, as the chief whaling port in the 
world, suffered the loss of its principal source of income, 

When the whale fishery was replaced by a booming textile industry 
New Bedford regained economic prosperity, and with a stable and 
industrious labor force, it was able to surge forward to a place of 
prominence as an industrial center. 

But starting with a disastrous strike in 1928, and aggravated by the 
economic depression of the early 1930's, New Bedford witnessed a 
decline and the loss of its textile industry to the admittedly more fa- 
vorable southern locations. 

Since New Bedford has always been primarily a producer of con- 
sumer goods, it has also always suffered adverse economic effects from 
depressions which have affected other geographic areas in our country. 
The people of my city, therefore, can speak from grim and bitter ex- 
perience about unemployment and economic depressions. 

My purpose in appearing here today, therefore, is to subscribe whole- 
ae to the principles embodied in S. 2663. I do this because I 
believe that in this day and age it is the responsibility of the Federal 
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Government to take every constructive step necessary to alleviate con- 
ditions of excessive unemployment whenever such conditions are 
brought about by dislocations in our economic machinery. 

More than once in the past New Bedford has been a depressed area. 
Its crying need, of course, has been diversification of industry. With 
—_ or ge and municipal encouragement, we are trying to fulfill 
this need. 

I think it will be conceded, however, that all of the self-help in the 
world sometimes will not be enough to ward off effects of economic 
depression which are not locally generated. 

‘he design and purpose of S. 2663, therefore, as I view it is to create 
a reservoir of Federal assistance to which communities like New Bed- 
ford can turn in a time of economic adversity to sustain and maintain 
the level of prosperity and employment to which our citizenry is en- 
titled. 

The only agency of Government which can erect and fill such a reser- 
voir is the Federal establishment. Its competence in this field was 
dramatically demonstrated in 1932, when the entire Nation had ap- 
proached the brink of economic disaster. By bold and constructive 
action, the Federal Government rescued local communities from State 
and municipal bankruptcy. 

I believe that the principles embodied in S. 2663 reflect the same 
governmental philosophy, and insofar as I am able to commit the peo- 
ple whom I am elected to serve, I wish the record to show that my 
community is wholeheartedly in favor of a bill which would prevent 
recurring labor surpluses in an area where we are already surfeited 
with economic depressions. 

I thank you, Senator. 

Senator Kennepy. Mayor, I appreciate your statement very much 
Have you had a chance to look at that section of the bill in which 
the depressed area is defined? It says when 9 percent unemployment 
has existed for at least 18 months or in areas where at least 6 percent 
have been unemployed for 3 years. 

Some question has been raised whether we should not have a higher 
percentage for a shorter time. 

Mayor Lawtor. That might well be, Senator, because George 
Carignan, representing the CIO in New Bedford, has figures he will 
present to you after I am through, I am sure. But I do believe that 
that percentage could be raised for a shorter time. I think that is 
very important. It would allow more flexibility to the bill, Senator. 

Senator Kennepy. Do you think the need for credit has slowed up 
and made the task of bringing industries in more difficult through the 
shortage of credit? And do you think this provision in the bill 
which provides for loans and grants to communities for public facil- 
ities, and loans to 624 percent for private companies, would be of any 
substantial assistance ? 

Mayor Lawtor. Yes, I do. I have inherited, Senator, a situation 
in New Bedford whereby the capacity of borrowing within the debt 
limit now requires authority from the emergency finance board. 

I came across a situation only this week that I have been thinkin 
seriously of discussing with the New Bedford library trustees, which 
I think embodies my thoughts on the matter of the Federal Govern- 
ment establishing a fund for city borrowing. 
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The New Bedford public li was willed a million dollars by 
a fund called the Wilkes fund. is particular fund is being in- 
vested to get as much profit as we can from the investments. 

However, investments are limited as to what this particular fund 
can invest in. I recall when I was mayor back in 1953, when | bor- 
rowed $2 million for a construction of a junior high school, that the 
interest rate at that time was 244 percent. Here we have the library 
investing in short-term notes sometimes, and most of the time at less 
interest than what the city borrowed $2 million at back in 1953, and 
the market is no different now. 

In fact, it may be a little higher at times, than it is lower. 

So I am going to take it upon myself to talk with the library trustees 
to loan the city the money on short-term borrowing notes, and let the 
city solicitor probably come up with an equitable interest rate, rather 
than buying securities. 

I think the city of New Bedford needs that sort of borrowing that 
we can get for specific purposes for short-term or a short length of 
time. I think that the setting up of Federal money is certainly of 
great importance. 

I think all communities will find themselves at some time or other 
in a position where they would be very happy that that fund would 
be there to draw from. 

Senator Kennepy. The last question was on this distribution of 
surplus commodities. Have you done very much of that for people 
in New Bedford who qualify? 

Mayor Lawtor. We have done very little of that, Senator. I would 
like to say to you that one of the particular parts of the bill that I 
really like very, very much is the vocational training. I think that is 
a very excellent idea. In New Bedford we see in the newspaper every 
night some 15 or 20 advertisements for trained stitchers. The salaries 
or the wages for these people are in the neighborhood of $60 or $70 a 
week, But they want experienced stitchers. It is by and large a 
female operation. 

But in New York State, of course, the predominance is from a male 
standpoint. 

I have been talking with the industry leaders to try to form some 
sort of vocational training along this line with the help of the city 
of New Bedford. I think that in itself—set up as a vocational train- 
ing and with probably better public relations or more thorough educa- 
tion—would enable a man to operate a sewing machine and make $70 
or $75 a week. 

I think that training is excellent. 

Senator Kennepy. I agree. I think especially by encouraging it 
Sa extra unemployment compensation benefits it would be 
1elpful. 

1 want to thank you very much for coming up. I think your testi- 
mony, because of your New Bedford experience, will be very helpful. 

Is there another representative for the New Bedford area. Mr. 
Carignan, the manager of the New Bedford TWUA Joint Board. 
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STATEMENT OF GEORGE E. CARIGNAN, MANAGER, NEW BEDFORD 
TWUA JOINT BOARD 


Mr. CantcNan. My name is George E.Carignan. Iam the president 
of the Greater New Bedford Industrial Union Council and also an 
mternational representative of the Textile Workers Union of America, 
working in the New Bedford area. 

My presence here today is for the purpose of urging whatever can 
be done to pass into law heante bill No. 2663. There are three sections 
of the bill that I as a labor representative am particularly interested 
in. Those three are: Vocational training, unemployment compensa- 
tion, and surplus food. 

In New Bedford we have had some serious periods of unemployment. 
In January of 1950 over 10,000 workers, or 16 percent of the labor force, 
was unemployed; and as recently as January of 1955 about 7,900 
workers, or about 11.8 percent of the labor force of approximately 
67,000 people, were out of work. 

We have found that during these periods of excessive unemploy- 
ment, workers who are beyond the age of 45 years of age have had 
great difficulty in finding jobs. Many of these ple, discouraged 
because of their inability to find work, are for all practical purposes 
out of the labor market at this time and are dependent upon their 
relatives, and in some instances their children. 

These people, ranging from the ages of 45 to 65, are in their own 
words, “Too old to work and to young to die.” 

The way things have been, they have little hope of finding work 
and gis have had no avenue by which they could be trained for other 
work. 

This applies mostly to a person who reaches the age of 50 or 55 and 
has worked in a factory all of his life, perhaps has been a card tender 
in a textile mill or something of that kind all of his life. He applies 
for work in another plant in the newer industries, and where a man 
or a woman has done a certain type of work for 30 years, these indus- 
tries are very reluctant to give them a chance on any other kind of a 


job. 

So I think that this bill we have been discussing today would pro- 
vide the facilities for the development of retraining programs whereby 
these older people could be retrained for suitable employment. I have 
been talking about both men and women. 

There is another phase of unemployment in New Bedford that has 
caused many hardships and misery, and that has been that. during the 

riods of heavy unemployment we have found that jobs for men 
ios been unavailable—and this during the same period or a period 
where there has been a demand for workers in types of work that 
previously had been performed by women. 

In many instances when the husband would lose his job or be laid 
off from his job, the wife has found siege and the husband 
has had to stay at home and take care of the house and the children— 


which has created a bad social situation and which should be corrected. 
Here again—and I think Mayor Lawlor touched upon the ques- 
tion—there are many jobs—he mentioned one, stitching—where in 
other parts of the country men have been trained on stitching ~ 
and have been able to do a good piece of work on that type of a job. 
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We have had periods of time when men could not find work and 
when stitechers were in great demand. There have been some attempts 
in the past to set up a program, but because of the fact that the facili- 
ties were not present and there was a lack of interest I believe in the 
local government talking charge of it and putting it through, it never 
amounted to anything. 

But in many jobs—in New Bedford we have some electronic indus- 
tries and men can do assembling work with a little training—I mean 
men who have reached the age of 50 or over. They could be retrained 
to do some assembling work. But the practices have been that the 
newer industries are pressing for the younger people who are coming 
into the labor market and disregarding altogether the people who have 
reached the age of 45, which is a very bad situation. 

I believe that the provisions in your bill, if the bill were enacted into 
law, would certainly be of great help in that situation. 

I don’t want to take too much time. However, I believe that extend- 
ing the payment of unemployment benefits to people who have ex- 
hausted their benefits would be of great help. And again, the recipi- 
ents of that kind of an extension would be the older people, where they 
are unable to find work. 

Certainly a supervised program of distribution of surplus foods 
during a period eb evrlons unemployment would go a long way toward 
helping out a situation that at times becomes very serious. 

the city of New Bedford I know of cases of people who at the age 
of 55—who are now 55 years of age—have been out of work for 5 years 
because of the fact that they couldn’t find a job. 

I know of other cases where a person has been working 3 days a week 
for a period of 2 years and has been trying to fit himself and to find 
other employment where he would have steady employment, and that 
person has been unable to get a full-time job. 

So I and the organization that I represent certainly hope that the bill 
is os and we think that it isa good one. We hope that the Senate 
will pass it intolaw. Thank you. 

Senator Kennepy. I surely appreciate your testimony. Did you 
say you have had much experience with the giving out of donated 
commodities down in New Bedford ? 

Mr. Carienan. As far as I know, there has been no surplus food 
program that has been instituted. About a year and a half ago there 
was a movement in the city to provide a program of surplus food. 
However, the then mayor of the city appointed a committee to investi- 
gate the situation, and I believe that it was necessary at that time. 

However, it never was realized because they found several excuses. 
One excuse was the cost of putting on such a program would be too 
excessive—and excuses of that kind whereby no program was set up. 

However, I believe if this bill was passed we would have a better way 
of setting these things up that are needed. 

Senator Kennepy. As I say, Rhode Island is much smaller than 
Massachusetts. It has the same number of people certified as eligible 
to receive donated commodities as we do. Maine has three times as 
many. So something does not seem completely correct here. 

I think we will look into it when we get back to Washington. 
Thanks very much. You have been very helpful. 

Mr. Cartenan. Thank you, sir. 
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Senator Kennepy. Alfred Clifton, legislative agent for the Mas- 
sachusetts State CIO. I want to express my appreciation, Mr. Clifton. 
You have been here all day and have been very patient. We are very 
glad to have a chance to hear from you. 


STATEMENT OF ALBERT G. CLIFTON, LEGISLATIVE AGENT, 
MASSACHUSETTS STATE CIO 


Mr. Cutrron. Thank you very much, Senator. My name is Albert 
G. Clifton. I am the legislative agent of the Massachusetts State CIO, 
with an office at room 324, 18 Tremont Street, Boston, Mass. 

Our office received a letter, Senator, directed to our president, Mr. 
William Belanger, who is also the New England regional director 
of the Textile Workers Union of America. It indicated that the legis- 
lative department of the AFL-CIO will come before your committee 
Washington on the technical aspects of the bill. They favor 

. 2663. 

They did ask—and not much time was provided to secure the infor- 
mation—that we try to give the picture as it was in our area here. 

I have a statement that was prepared for Mr. Belanger by the Textile 
Workers Union of America’s research department. It covers some 
nine pages. There are charts that list the various mills that closed 
and the number of people that were unemployed as a result of that. 

Senator Kennepy. Without objection, that will be placed in the 
record at this point. 


(The prepared statement of J. William Belanger, president of the 
Massachusetts State C10, is as follows :) 


In spite of the prosperity which the Nation as a whole is enjoying, the dis- 
tress of unemployment and inadequate income has persisted in many areas of 
the country. The best efforts of local community groups have not been able to 
cope with the demoralizing influence of plant closings and industrial declines 
which transcend the boundaries of individual localities. 

The difficulties of older workers who have lost their jobs have been most ex- 
treme as alternate job opportunities for them are practically nonexistent. Only 
a comprehensive and coordinated Federal program can meet the needs of this 
serious and continuing problem. 


DISTRESS IN MASSACHUSETTS 


In 1955 the average employment in the manufacturing industries of Massa- 
chusetts was 683,000, only 3,000 higher than in 1954 and 61,000 lower than in 
1953. This decline reflected the demise of the textile industry, whose employ- 
ment fell from 89,000 to 69,000 between 1953 and 1955. 


Areas of substantial labor surplus 


Two of the eight Massachusetts major labor market areas are classified as 
“areas of substantial labor surplus” by the Bureau of Employment Security 
and two others had been in this classification until November 1955. These 
areas (Lowell, Lawrence, New Bedford, and Fall River) had been continuously 
classified as areas of substantial labor surplus since 1951. 

A major reason for the two last-named areas being dropped from this cate- 
gory in November 1955 was the contraction in the labor force reported for these 
areas. Thus, the labor force in New Bedford was 67,800 in November 1955, a 
decline of 5,500 in the past 5 years. In Fall River the labor force reported for 
fae ae 1955 was 57,250, a drop of 6,050 from the November 1950 level 
(table 1). 


Thousands forced out of labor market 


These declines in the labor force are highly significant for they show that 
the difficulties faced by job-seekers in these areas have forced many thousands 
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to withdraw from the labor market entirely. Consequently, these individuals 
are not counted as unemployed in the statistics although they are ready, willing, 
and able to work. 

The hopelessness of their situation has been misinterpreted by the statisticians, 
being reflected in the figures as reduction in unemployment (since people who 
are not counted in the labor force cannot be considered unemployed). 

In Lawrence, where 11.5 percent of the labor force was unemployed in Novem- 
ber 1955, the size of the labor force had declined by 11,960 in the past 5 years, 
a drop of 19 percent. Employment decreased by 12,460 during this period, a de- 
cline of 22 percent. 

These declines occurred as a result of the liquidation of five giant woolen and 
worsted mills which had made Lawrence the center of this industry. From a 
peak textile employment of 26,000, the number of textile workers employed in this 
locality has dropped to 5,500. The efforts of the community to attract new and 
diversified industries have resulted in the establishment of 48 new employers 
during the past 4 years with a potential of 6,500 jobs, or less than one-third of 
the number of jobs lost through textile mill liquidations. 


Echaustion of unemployment benefits 


The bulk of the unemployed in Lawrence have been out of work for more than 
6 months. Only 1,573 of the 5,850 unemployed, or 27 percent, were eligible for 
unemployment compensation in mid-November. Most of the rest had exhausted 
their benefit rights. 

In Lowell, the other major Massachusetts area classified as “substantial labor 
surplus,” one-third of the 2,700 unemployed were ineligible for unemployment 
compensation in mid-November. In New Bedford, where 5.5 percent of the labor 
force was unemployed, less than half of the 3,750 without jobs were eligible for 
unemployment compensation. In Fall River, almost two-fifths of the 2,000 un- 
employed were ineligible for unemployment benefits. 

The high rate of exhaustion of unemployment benefits in Massachusetts is 
indicated by the fact that as of September 30, 1955, more than 31 percent of all 
insured beneficiaries with benefit years ended July-September had exhausted 
their benefits. The corresponding proportion for the United States was 26 
percent. 


Mill liquidations 


The most serious human problems in the distressed areas are those created by 
the liquidation of entire plants. The textile industry of Massachusetts has 
suffered from a wave of mill closings in the past 4 years, with 57 plants going 
out of business, throwing some 35,000 people out of work. The number of liquida- 
tions and the number directly affected in each year are as follows: 


| Plants | Employees 


12, 500 
4, 200 
18 | 14, 500 
10 | 3, 500 


The details of these plant closings are listed in table II. 

The disastrous effects of these liquidations have been felt by entire com- 
munities since many localities in the State had been largely dependent on these 
mills for the source of their livelihood. This contraction in the textile industry 
is not a temporary one; the communities affected require substantial assistance 
in planning for industrial revival. 

These mill closings can be attributed to many reasons. Underlying them all 
is the shrinkage of the industry. But the immediate causes of many of these 
closings can be associated with the following factors: 

(a) Some of the older interests sold out to other textile interests, textile 
users or financial speculators, during or immediately after the war, primarily 
interested in utilizing the excess-profits tax. They paid high prices, which gave 
the original owners large capital gains. 

The purchasers financed the transaction with the cash accumulated in the 
old business and then could continue business with a high capitalization and 
therefore pay little or no excess-profit taxes. These new owners invested little 
— in the company and when competition became keen they abandoned the 
plant. 
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(b) Others sold out to establish textile interests, particularly since the carry- 
over provisions of the corporate income-tax law became attractive. They thereby 
profited through a merger and acquired the stock of the successor corporation 
through nontaxable transactions. The successor corporation has been able to 
use the carryover provision as a means of escaping future taxes. In some in- 
stances these tax savings have amounted to tens of millions of dollars. These 
mergers, based on the capitalization of the loss position of the merged com- 
panies, have been widespread in the textile industry and are matters for real 
public investigation. 

(c) A number of interests have been unwilling to invest to modernize their 
operations. Since no mill can survive unless it has the latest type of equip- 
ment, owners unwilling to keep abreast of the times have eventually abandoned 
their mills in preference to modernizing them. This development was made 
attractive particularly at times and places where the real estate was of sub- 
stantial value and when a market existed for the used equipment. 

(d) The decline in the market for certain products has limited the capacity 
required. Older managements unwilling to move into new product areas and 
start afresh in the competitive struggle have just given up the battle. 

(e) Another factor accelerating the process of plant abandonment is the 
existence and growth of the large corporation, particularly those effected 
through mergers. Being big organizations and operating many plants, they 
are constantly appraising the relative effectiveness of individual operations. 
Whenever they determine that particular properties are less profitable, they are 
more apt to close them than to invest enough to make them competitive in face 
of the available capacity in other plants. 

This course of action has been particularly serious with respect to plants 
acquired through mergers. During recent years such mergers or purchases 
have in part been prompted by opportunities for exploiting the carryback pro- 
visions of corporation income tax. The purchasing interests are likely to be 
satisfied with their tax advantages and forsake the purchased plants, never 
having intended to operate them. They have left entire communities and 
workers stranded while they themselves have enjoyed the liberal advantages 
of our tax laws. 


Impact on older persons 


We would like to emphasize one phase of this problem which gets lost sight 
of in the entire discussion, namely, that the liquidation rate among older mills 
is usually greatest and they have an unusually high proportion of older persons. 
The impact, therefore, tends to be greatest upon the older working population. 

An illustration is provided by a study we made of a mill in Lancaster, Pa., 
which closed in 1954. The closing of the Stehli & Co. plant threw 500 workers 
out of their jobs. It had been in existence for many years, having been one 
of the older silk and rayon mills. 

While male workers 65 years and over comprise approximately 5 percent of 
the industry’s male labor force, the proportion of this age group in the Stehli 
mill amounted to more than 10 pereent. This is indicative of a condition which 
is prevalent among many of the older textile mills. A very high proportion 
of their workers are of advanced age. The obsolescence of the older mills has re- 
sulted in a high rate of liquidations among these mills and this has displaced 
many thousands of workers over 65 years of age. 

The textile report of the committee of New England concludes that job dis- 
placement as a result of the liquidation or migration of a mill or factory is par- 
ticularly hard on the older worker. If a worker past 50 years of age can con- 
tinue at this present work, he may have many years of productive and remuner- 
ative employment left to him. If he loses his job most employers will be re- 
luctant to hire him. He may be barred from productive work at a relatively 
early age and he may be forced to accept such casual employment as comes his 
way or to withdraw from the labor force entirely. 

We have made a number of surveys to determine the experience of our dis- 
placed members, particularly in closed mills. One such survey was made at 
the Oakes Mill (Bloomfield, N. J.) when it was permanently closed in July 1947. 
Despite the high level of employment during the period, 63 percent of the workers 
had found some job during the year following the mill’s closing, but only 6 per- 
cent of the workers aged 65 and over had been so fortunate. Moreover, while 44 
percent of the workers were still employed on the date of the survey (July 31, 
1948), none of the 65 and over group had retained his job. 


EOL LL EEL I I NG 
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In May 1948 the Esmond Mills in Esmond, R. L., was liquidated and a union 
survey of 628 former employees in November 1948 revealed that while 48 percent 
of the workers were able to obtain a job in the half-year following the mill's 
shutdown, the proportion of successful job seekers dropped sharply after the 
age of 50; in the 40—49 bracket, 56 percent had obtained a job; 30 percent in the 
50-59 class; 28 percent in the 60-64 class; and only 15 percent in the 65 and 
over category. 

Similar disparities were indicated in the distribution of former Esmond Mil! 
workers who were employed as of November 30, 1948; while 39 percent of all 
workers were employed, only 15 percent of the 65 and over group had a job 

The staff of the Committee of New England of the National Planning Associa- 
tion conducted studies of the postliquidation experience of employees of two 
woolen and worsted mills in New Hampshire. The report shows that there was 
little transference of skill levels among those who were able to find jobs. With 
regard to one of the plants studied (a New Hampshire woolen and worsted 
mill) the committee found that 13 percent of the labor force withdrew from the 
labor market after losing their jobs, most of these being older workers, particu 
larly women past 60 years of age. 

A further study has been made by Professors Myers and Schultz of MIT of 
the closings of the Textron Mills in Nashua, N. H. The latest and most thorough 
study is that of Prof. William H. Miernyk of Northeastern University (Inter 
industry Labor Mobility, The Case of the Displaced Textile Worker). 

All of these studies tell the same story. The older workers have greater diffi- 
culties in finding new jobs. The younger people may find jobs but there is a 
great probability that their earnings will be lower. Textile workers seek jobs 
within the same industry even though they may have to travel far to get them. 
Employers in other industries have been reluctant to hire former textile workers 

Professor Miernyk concludes that “workers displaced by the liquidation of 
textile mills in New England are not being absorbed in large numbers by the 
industries which are expanding in this area. * * * The highly aggregate com- 
parisons of recent employment trends in New Wngland conceal the fact that 
industrial growth and decline do not always coincide in the same areas.” 

He further adds that “a number of writers have implied, while others have 
explicity stated, that displaced textile workers are being absorbed by growth 
industries, notably electronics. Our findings do not bear out these statements. 
* * * Instead of employing displaced textile workers in large numbers, it 
appears that the growth industries are employing new entrants into the labor 
force.” He concludes that “there is no reason to expect a larger proportion of 
displaced workers to be obsorbed by other industries in the future than has been 
true in the past.” 

NEED FOR EFFECTIVE PROGRAM 


The continued deprivations of the workers affected by the decline in employ- 
ment opportunities in many areas of Massachusetts make it imperative that an 
effective program of aid be implemented without further delay. The conspiracy 
of silence about the suffering endured by the people, which has been fostered by 
local interests to allay their fears, will not help solve the problem. 

We cannot revive the industrial potential of distressed areas by making believe 
that everything is fine. We cannot build new opportunities for industrial enter- 
prise simply by creating an auro of boosterism and spreading good cheer through 
propaganda handouts. 

Some progress has been achieved through the efforts of local groups. But it is 
not enough. Unemployment and suffering have continued. Some of the new 
industries attracted by the competitive bidding of local boosters have been of the 
fly-by-night variety, solely interested in capitalizing on the difficulties of the 
local population. The substandard wages paid by these unscrupulous employers 
cannot form a sound basis for a healthy revival. 


Federal planning agency necessary 


A new approach to the problem of distressed areas and industries is essential. 
The resources and potentialities of each area and region need careful study and 
analysis for the purpose of planning for the development of the industrial 
potential of depressed communities. Research into the possible locational adv.:n- 
tages of these areas and the needs of expanding industries must be supplemented 
with technical assistance and information. This can be achieved only through 
~ establishment of a Federal planning agency with adequate powers and 

nances. 
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Immediate action to alleviate distress 
The more immediate needs of the people in distressed areas can be provided 
by the adoption of the following Federal measures: 


(1) Initiate programs of public works which would employ workers unable to 
find private employment. 


(2) Funnel Government contracts to plants in depressed areas. 
(3) Increase unemployment compensation to equal two-thirds of average 


weekly earnings and extend the period of eligiblity for workers displaced by 
plant closings up to 2 years. 


(4) Provide suitable training for the unemployed. 


(5) Reduce the retirement age under the social-security law to 60 for persons 
displaced by plant closings. 


(6) Distribute processed foods and clothing to the needy. 
(The tables accompanying Mr. Belanger’s statement are as follows :) 


TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, NeW York, N. Y. 


TasLe I.—Labor force and unemployment in 4 Massachusetts labor market areas, 
November 1950-55 


Decline, November 


1950-November 1955 
1950 1951 1952 1953 1954 1955 





Number | Percent 


a ee | | | Se 


Labor force: 


Lowell. ......- __.....---} 51, 700 | 51,660 | 50,680 | 51,460 | 50,300 | 50,100 600 1 

Lawrence....................| 62,700 | 59,990 | 54,480 | 52,490 | 51,720 | 50,740 | 11,960 19 

New Bedford......_....-.-.-| 73,300 | 71,850 | 71,700 | 70,700 | 68,200 | 67, 800 5, 500 | 8 

Fall River_......-...----.---| 63,300 | 63,650 | 61,100 | 59,000 | 58,700 | 57,250 6,050 10 
Percent unemployed: | 

San weus ai 7.5 8.5 5.9| 8&6] 115 ae beaaaeronn 

Lawrence... ——— 8.7 18.8 | 21.4 | 20.6 22.6 Se Soteewacedtionns 

New Bedford.......-.------- 2.7 5.6! 5.2] 62] 103 “LY Ctr Fez 

Fall River......-..--.....--- 39| 82) 64) 54 | 24) 38 [02 “| 

| i 





Source: Massachusetts division of employment security. 
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Mr. Cuirron. For the question of conserving time, I will just touch 
on parts of Mr. Belanger’s statement for you and leave these copies 
with your committee. 

The Textile Workers Union of America is the large organization in 
the textile field and had many of these plants organized in the New 
England area. They cover in this statement that they prepared for 
Mr. Belanger the statistics of defining the textile industry, citing the 
situation in Lawrence and so forth, giving the percentages. ‘They 
mention the exhaustion of unemployment benefits. 

They pay particular attention to the impact of this unemployment 
on the older worker, who is in the textile industry and has little chance 
of getting into something else, because it is indicated that employers 
are not too anxious to employ workers over 50 years of age, and that 
there are no training programs. 

They mention the study which bears out their own surveys that 
have been made in 1 or 2 areas. One of them was in the Pennsyl- 
vania area in a textile mill in that community, where they checked up 
to find out what happened to these people. 

The study by Prof. William Miernyk of Northeastern University 
is mentioned in here, with some of the comments from him. 

I would like to make a couple of remarks on this matter of the unem- 
ployment compensation part of the problem, because I noted one of 
the speakers this morning mentioned something about setting up these 
additional programs, but taking away from the present programs some 
of the benefits that are now obtainable. 

The Governor of the Commonwealth mentioned this morning about 
the training program, an extension of so many weeks to people for 


eligibility for benefits if they were taking a program of training. 
We are for that, but that bill did not go through last yer because 


it was tied in with the very thing that we are concerned about, and 
that is the reduction which in this instance was some $10 or $11 million 
according to the proponents of the program that was being reduced 
from the benefits now available under our law. 

I mention that, Senator, because we are particularly concerned with 
that sort of an aspect. I think it ties in with this matter of this bill 
because other legislation is before the Congress relating to it such as 
the setting of certain Federal standards. 

I think that is very important if we are trying to do something 
about this measure, 5S. 26638, to relieve unemployment, to build up 
industries so people can have employment and so forth. We at least 
have to consider that there are certain factors that are adverse to new 
industries starting up or the expansion of other industries. 

One of the ways that part of these adverse factors can be eliminated 
is by the establishment of Federal standards for the unemployment 
systems in the 48 States. Very frankly, personally I believe—and I 
think some people in the AFL-CIO believe—that it ought to be fed- 
eralized. But, of course, as you recognize, that is a pretty difficult 
practical problem to accomplish a thing like that. 

Senator Kennepy. You remember we had an amendment 2 years 
ago to set national minimums, both for time and amount. It was 
regrettable that it was not put into effect, because it would have written 
into law the recommendations President Eisenhower made and which 
no State legislature has chosen to follow. 
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Mr. Cuirron. I wanted to make reference to that, Senator, because 
I was very intimately concerned with that on Beacon Hill. 1 meet 
these questions of costs and all that every day in the week. 

Senator Kennepy. Youand I had some communication, l remember, 
at the time. 

Mr. Cuirron. That is correct. So I will leave this with your 
committee, and I thank you very much for the opportunity to be heard. 

Senator Kennepy. I do not think we ought to put through this 
extended period if it is going to mean a lessening of the benefits. 
After all, the fund has been in surplus for many years. Texas is 
yaying only 0.6 of 1 percent on its unemployment compensation. So 
i think the Federal Government necessarily would have to put in a 
subsidy, at least enough to maintain unemployment compensation at 
the same rate as it has been, rather than reducing it in order to get 
that additional 13 weeks. 

I am glad you brought that point out. I will make sure that comes 
to the attention of the committee. 

Mr. Cuirron. Thank you very much, Senator. 

Senator Kennepy. Thank you. 

The next witness is Frank Barrett, city manager of Lowell. 


STATEMENT OF FRANK E. BARRETT, CITY MANAGER OF THE 
CITY OF LOWELL, MASS. 


Mr. Barrett. My name is Frank Barrett, city manager of Lowell. 
Senator Kennepy. We appreciate your coming down, Mr. Barrett. 
Mr. Barrett. I havea brief statement here I would like to read. 

I would like to place myself on record as endorsing the intent and 
the general principles of the proposed bill, S$. 2663, with the following 
comments : 

I agree with the findings of fact as outlined in section 2 and I 
believe that the purpose of the act, as outlined in section 3, can be 
realized with Federal assistance on a scope, however, that must go 
beyond the financial restrictions defined in subsection (b) of section 5 
dealing with loans. 

I also endorse strongly the intent of section 9, and particularly 
subsection (c) of section 9 dealing with assistance to public facilities. 
I also believe that the provisions contained in section 15 have an excel- 
lent potential provided that such vocational training is carried on 
with the cooperation and quasi-supervision, at least, of established 
labor groups and business groups. 

I believe that Lowell’s greatest need is industrial housing, inter- 
twined with a program for industrial slum clearance to remove from 
the best industrial sites in the city, plants which go back to the early 
and middle 19th century, and which are unsuited, for the most part, 
for the housing of diversified industry. 

_In order for this program to be carried out quickly, I believe finan- 
cial arrangements similar to those pertaining to Federal housing 
projects should be set up. The restriction of a one-third financial 
responsibility upon a community will greatly deter any major action. 
Such financing is beyond the scope of the local communities. 

Senator Kennepy. Would you make that just a little clearer. As 
to the provision in our bill, Professor Harris suggested this morning 
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it be reduced to 50 percent, and the administration’s bill is down 
around 30 percent. But you feel that even the 6634 percent is not 
sufficient ? 

Mr. Barrerr. No. We have a plant construction program in 
Lowell. We have built three plants. They are not large plants, and 
by no means do they meet the needs of the community. We have a 
difficult time financing them on the local level. 

Our ——_— is so great it would take full financing, I believe, by 
the Federal Government to get it going on the same basis as Federal 
housing. Federal housing will come into a city like Lowell and 
guarantee an investment of $5 million or $6 million, with no local 
financing, and all such projects are paying off. 

There is no doubt about their amortization, no doubt with their cost 
—_ Government, no cost to the Government except the initial 
credit. 

Senator Kennepy. Do you feel that the 6624 percent should be 
increased ? 

Mr. Barrett. Increased greatly, and I feel to 100 percent. Other- 
wise the average community won’t be able to raise the 33 percent. 

Senator KenNepy. One of the mayors suggested today that credit 
was ~. one of their major problems. That hasn’t been your experi- 
ence 

Mr. Barrert. My view is this: What I am talking about is the 
construction of new plants primarily. We have old plants occupying 
the best industrial sites in the city. They were once textile plants. 
Most of them were built around 1850. We have many inquiries from 
industries, both within the State and outside the State, to come into 
_ city. They like our sites, but they don’t like the plants occupying 
them. 

I can give you an example, Senator—urban development of Massa- 
chusetts, where you asked the local community to subscribe to just 
not one-third of the initial cost, but one-third of the loss, should 
there be a loss, and I think we have two cities in Massachusetts with 
urban redevelopment projects and not one completed. Even the city 
of Boston, I believe, is just getting into it. But it is local financing 
that deters urban redevelopment. 

I think if this bill particularly on the plan for new industrial 
housing, calls for local financing, and you have a situation that re- 
quires large financing, the inability to secure it will stop the entire 
program. 

Senator Kennepy. It was suggested that the banks could handle 
it. 

Mr. Barrett. Some banks can, and some banks will. For example, 
we built three plants in Lowell. We submitted a special bill to the 
Massachusetts legislature which would allow savings banks to invest 
in our industrial plants. We have had a difficult time. 

They have invested, but they have a ceiling, and I am quite sure 
- won’t underwrite what we need. 

enator KenNeEDY. en ame industrial commission in Lowell been 
able to do any of this? e mayor of Fall River was talking about 
some work that has to be done there in building a new plant. 

Mr. Barrerr. Our industrial commission in Lowell leads the State. 


_ Senator Kennepy. I knew it was very active. I didn’t know how 
it was doing in this business of providing credit. 
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Mr. Barretr. Originally the industrial commission felt that the 
question of unemployment in Lowell—and one of the reasons that 
we were a distressed area—was the fact that we lacked a tract of in- 
dustrial housing. 

So they set up a subsidiary corporation to raise local capital to a 
certain extent, built a plant, and sold it. They paid off the investors 
100 percent, and they built another one. But this is a little bit larger 
and it was a little bit more difficult getting the local capital. _ 

At no time was there any need for any such thing as a public sub- 
scription. It was done all privately. So we undertook a third one, 
bigger; twice as big as any of the others. The financing of it on the 
local level was a difficult problem. . 

It has been accomplished, but it was difficult. What we need is 
far beyond the scope of what we have done already—far beyond it. 

1 know if we try to do what we need under the terms of this bill, 
with the restriction of raising the 3314 percent of local money, we 
will have difficulty. I think it will apply to any city that feels it must 
replace its slum industrial housing. 

Senator Kennepy. I think that is very helpful, because this part 
of the bill has been argued over quite a bit. t was glad to get your 
point of view on it. 

Mr. Barrett. I didn’t want to be here long, but I just cite the urban 
redevelopment program. That is very slow in the East because of 
the fact that a great deal of the cost has to go to clearance. 

To continue, distressed areas like Lowell over the years have built 
multimillion dollar Federal housing projects with no threat of fi- 
nancial loss to the Federal Government. 

I think similar financial inducements are needed to meet the major 
problem of slum clearance and replacement on an industrial basis. 
If such a program were offered to communities like Lowell, I think 
quick action would follow, and the city and the Nation would improve 
its industrial base. 

The provisions dealing with assistance to public facilities will 
enable communities like Lowell to undertake projects that have been 
held in abeyance for many years due to the inability to properly 
finance them. I cite, for example, the need for an antipollution pro- 
gram for the Merrimack River which would make available unlimited 
water supplies for the communities bordering the river. 

I know it to be a fact that we have lost numerous industrial firms 
because of our inability to supply them with the required industrial 
space or the proper industrial site. Consequently I strongly urge 
the passage of such provisions as outlined in this bill that will enable 
cities to undertake an industrial replacement program with inducive 
financial stipulations. 

I would also like to make the observation that one of the problems 
facing depressed areas is the handling of what might be called de- 
pressed businesses. Depressed areas have experienced the problem 
of discouraging certain types of industrial businesses from locating 
within their confines. 

These businesses take advantage of depressed areas by offering 
employment, but the employment offered and the accompanying con- 
ditions do not contribute to the economic welfare of the community, 
when all returns are in. It is a fact that there are certain phases of 
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industry that follow the practice of locating in depressed areas to the 
disadvantage of the community as a whole. 

Subpar industrial housing satisfies them and any community that 
is burdened with a fairly large percentage of this type of industry 
will find it difficult to raise itself to a proper economic level. The same 
view, I believe, must be applied to vocational training. We must be 
careful that proper wage rates are not upset by the training of sur- 
pluses for infiltrating well-established crafts and trades. 

The people of Lowell, through our development and industrial 
commission and the New Plants Foundation, Inc., have done tre- 
mendous work in constructing new plants; but it is agreed that this 
program must be bolstered considerably by such help as would be 
rendered by the provisions of the Douglas bill, if we are to remove 
the threat of a localized industrial setback. 

Senator Kennepy. I want to thank you very much, Mr. Barrett. 
I know some of the work you have done up there in Lowell. I was 
anxious to get your testimony so in considering this bill we would 
have the benefit of your experience. 

Mr. Barrett. I thank you. 

Senator Kennepy. I want to thank you for coming down. 

I think that that concludes today’s hearings. 

Mr. Watsu. Senator, you promised me 2 minutes. 

Senator Kennepy. Do you have astatement, Mr. Walsh? All right, 
come right up and sit down. 


STATEMENT OF JEREMIAH F. WALSH, MEMBER, LOCAL 435, 
AMERICAN FEDERATION OF LABOR 





Mr. Watsu. Senator, my name is Jeremiah F. Walsh. I am a life 
member of local 435, American Federation of Labor. I have been 
voted a life member for my services in speaking before the Massa- 
chusetts Legislature on labor affairs for the betterment of labor; also 
on veterans affairs. 

I come here as a representative of local 4385. And incidentally, 
I am very much surprised that there aren’t more representatives of 
organized labor here today. 

Senator Krnnepy. Mr. Walsh, there has been a representative of 
the A. F. of L. and the C1O. 

Mr. Wausu. I heard two men speak here today, and I am very 
much surprised that there isn’t a dozen here in order to listen to 
what is going on and to say a few words. 

But, to be brief, Senator, I wish to thank you for your great inter- 
est in unemployment and labor conditions. I thank you. 

Senator Kennepy. Mr. Walsh, if I had known you were going to 
say that, I would have given you more than 2 minutes. But we appre- 
ciate very much your coming down. 

That concludes the hearings. 

(By direction of the chairman, the following letter is made a part 
of the record :) 
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GREATER NEW Beprorp INpUSTRIAL FoUNDATION, 
New Bedford, Mass., February 6, 1956. 
Hon. Joun F. KENNeEpy, 
Senate Ofice Building, 
Washington, D. C. 

Dear SENATOR KENNEDY: Unfortunately I was unable to attend the hearing 
held in Boston, February 3, on Senate bill 2663. 

The executive committee of the Greater New Bedford Industrial Foundation 
has voted to request being recorded as opposed to this bill. 

Thank you for your consideration in contacting us on this matter, and with 
best regards, we are 

Very truly yours, 


Ronert B. MacLeop, Chairman. 
(Thereupon, at 3: 05 p. m., the hearings were recessed. ) 
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THURSDAY, FEBRUARY 9, 1956 


Untrep Srates Senate, 
SuBCOMMITTEE ON LABOR OF THE 
Committee oN Lasor AND Pusiic WELFARE, 
Johnstown, Pennsylvania. 

The subcommittee met, pursuant to notice, in the council room of 
the City Hall, at 10 a. m., Hon. Matthew M. Neely, presiding. 

Present : Senator Neely. 

Senator Neety. Ladies and gentlemen, this subcommittee of the 
United States Senate Committee on Labor and Public Welfare before 
which Senate Bill 2663 is pending has convened in Johnstown this 
morning to hear testimony ten representatives of local government, 
labor and industry on this important measure, which was introduced 
by the distinguished Senator Paul Douglas of Illinois, and 7 other 
Senators, including the chairman of this subcommittee. 

The bill proposes Federal assistance for the rehabilitation of the 
numerous communities of the country which unusual unemployment 
has distressed. 

There are 14 communities in the Commonwealth of Pennsylvania 
which the United States Department of Labor has classified as areas 
of substantial labor surplus. These include the important cities of 
Altoona, Johnstown, Erie, Scranton, Wilkes-Barre and Hazleton, 
which have long been famous for their industry and productivity. 

The purpose of this hearing is to obtain information which aval be 
useful to the Congress in enacting legislation to relieve unemploy- 
ment distress, regardless of the section of the country in which it 
prevails or may occur. 

Your distinguished Congressman, Mr. Saylor, whom the Chair has 
long and favorably known, has generously promised to present the 
witnesses who are to be heard here today. 

Congressman Saylor, will you please proceed. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Sartor. Thank you, Senator Neely. 

The witnesses for the beginning of this hearing, I think, have been 
arranged through Mr. Casey of your office, and the clerk of your 
committee. 

The first witness is the Honorable Milton Weisberg, who is the 
Deputy Secretary of Labor and Industry of the Commonwealth of 
Pennsylvania. 
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Senator Neety. Mr. Weisberg please come forward, identify your- 
self for the record, and then proceed in your own way. 


STATEMENT OF HON. MILTON WEISBERG, DEPUTY SECRETARY OF 
LABOR AND INDUSTRY, COMMONWEALTH OF PENNSYLVANIA, 
ON BEHALF OF HON. JOHN R. TORQUATO, STATE SECRETARY OF 
LABOR AND INDUSTRY 


Mr. Wetsserc. My name is Milton Weisberg. I am Deputy Secre- 
tary of Labor and Industry in the Commonwealth of Pennsylvania. 
I will read Mr. Torquato’s statement. 

Senator Neely and gentlemen. I am very grateful that I have been 
invited to appear at your subcommittee hearing today. However, as 
I will be busily engaged in very important legislative matters, I have 
assigned Deputy Secretary of Labor and Industry, Milton Weisberg, 
to present this statement before your committee. 

As is well known, as Secretary of Labor and Industry of the Com- 
monwealth of Pennsylvania, I am intensely interested in the enact- 
ment of legislation to relieve unemployment in our Commonwealth so 
that bread and butter may be provided for the families of thousands 
of our unemployed workers. The administration at Harrisburg has 
endeavored to deal with this problem, but we have been balked by 
political opposition. 

To demonstrate our interest in attempting to bring about a solu- 
tion of unemployment problems in distressed areas such as prevail in 
the Johnstown district, I requested a representative of this committee 
last November, in our office in Harrisburg, to have your distinguished 
committee hold a hearing in Johnstown. 

He stated that he would endeavor to comply with my request and 
so we are here today. I desire to thank the members of the committee 
for granting my request. I sincerely trust that this hearing will aid 
in the passage of legislation such as that proposed in the Douglas 
bill, which is before us today. 

I would like to point out that Governor George M. Leader, State 
Secretary of Commerce William R. Davlin, and myself held a hearing 
in Johnstown last October to ascertain the views of industrial leaders 
and labor leaders on the unemployment situation. 

It was pointed out at the hearing that intense efforts have been 
made by outstanding citizens in communities in this area for local 
industrial development, expansion and diversification. These out- 
standing men and women conducted fund-raising campaigns. How- 
ever, despite their splendid work, it was generally agreed by them at 
the hearing that they lacked sufficient funds to obtain industries for 
their communities. 

Therefore, I believe that this committee will find that if the distress- 
ing situation is to be relieved, funds must be provided by the State 
and Federal Governments. . 

I would also like to point out that last May, Governor Leader, the 
then Secretary of Commerce John Robin, and myself held a conference 
in Washington, D. C., regarding the unemployment situation. It was 
attended by some of the Representatives in Congress from our State. 

I am reporting these and other facts so that this subcommittee will 
realize that the administration in Harrisburg has done and is doing 
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everything possible to relieve unemployment in distressed areas such 
as Johnstown. 

I congratulate the members of the United States Senate who com- 
prise this committee which is endeavoring to have the Federal Gov- 
ernment join with the States in making possible a solution of the 
problem which affects the well-being of thousands of our people. 

Of course, the primary consideration of this measure is to relieve the 
financial distress of thousands of good American citizens. However, 
in addition to this distressing situation, there is another factor; that 
is, as it deals with the financial aid provided by the Commonwealth 
and political subdivisions in the State for unemployment compensa- 
tion and public assistance. This constitutes a great burden on the 
people of Pennsylvania. 

The Johnstown area is one of the five major areas in the State which 
is classified as having a substantial labor surplus. The other four are 
Altoona, Erie, Scranton and Wilkes-Barre-Hazelton. According to 
reports made by the Johnstown office of the Pennsylvania State Em- 
ployment Service last Friday, 10.1 percent of the total labor force in 
this area is out of work. 

The report also shows that there has been no improvement in the 
situation as a month ago the reports showed 9.4 percent of our workers 
jobless. Sinve June 1953, unemployment has exceeded 9 percent. Our 
employment office in Johnstown includes Cambria and Somerset 
Counties. 

There are 19 major labor market areas in the United States classified 
as having a substantial labor surplus, so it can readily be seen that the 
Pennsylvania areas constitute nearly 25 percent of the badly dis- 
tressed areas in the Nation. 

A review of the unemployment situation as it exists in the John- 
town area shows that this region will come within the scope of the 
Douglas measure as the bill sets forth that a depressed area is one 
where 9 percent unemployment has existed for at least 18 months or 
that at least 6 percent have been unemployed for at least 3 years. 
The Johnstown area comes within the scope of the Douglas bill. 

I believe that the provisions of the Douglas bill authorizing $100 
million to finance-construction of industrial plants and an additional 
$100 million to make loans or grants to provide for programs of pub- 
lic facilities to be very worthy. 

The provision of the bill regarding loans for construction of indus- 
trial plants would very well fit into a measure drafted by Governor 
Leader under which the legislature has been asked to appropriate $5 
million for similar purposes. 

In that manner, if the governor’s measure becomes law, both the 
State and Federal plans would be integrated. Then, too, Pennsyl- 
vania could very well participate in the provision of the Douglas meas- 
ure under which loans or grants could be made to initiate programs of 
public facilities. 

The basic provisions of the governor’s proposal are (1) to create 
a Pennsylvania Industrial Authority comprised of a board of 11 
members: four ex officio, the Secretaries of Labor, Industry, and In- 
ternal Affairs, Banking and of Commerce, the latter to serve as chair- 
man ; 7 representatives of the public, to be appointed by the governor, 
with the advice and consent of the Senate. 
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(2) The authority would be empowered to provide loan assistance 
to industrial development agencies in any municipality or group of 
municipalities, county or group of counties, or the region of the Com- 
monwealth having had not less than 6 percent of its labor force un- 
employed for a period of not more than 3 years, or 9 percent for not 
less than 18 months immediately prior to an official finding by the 
authority. 

(3) The authority’s financial assistance would take the form of 
second mortgage loans to nonprofit industrial development agencies 
of up to 30 percent of the construction costs of industrial or manufac- 
turing plants and facilities provided (a) the local industrial develop- 
ment agency provides, from whatever source, not less than 20 percent 
of the cost of the project; (b) the local agency has a firm commit- 
ment from responsible financial sources for the balance of the loan 
funds needed, such as funds to be secured by a first mortgage; and 
(c) the local agency shows evidence of a firm commitment from re- 
sponsible tenant or buyer to provide the machinery and equipment 
and to occupy and operate the project. 

(4) The authority could make loans to local industrial develop- 
ment agencies subject to the above ratios on projects they have al- 
ready financed, provided the funds thus released from existing proj- 
ects are used for the construction of additional projects. 

(5) Interest rates and other terms of the authority’s loans could 
be fixed at the discretion of the board. 

(6) The authority could not make loans which would cause the 
removal of a plant from one area of the Commonwealth to another 
area of the Commonwealth. 

(7) An initial appropriation of $5 million is appropriated for the 
present biennium to establish the authority’s present industrial funds. 

Governor Leader will be prepared to recommend an additional $5 
million for each year of the coming biennium. Loan repayment and 
interest revenues to the authority would return to the fund, to be used 
on a revolving basis. 

Another feature of the Douglas bill which has our endorsement is 
one which would provide fast tax writeoff benefits for new plants. 
This action would be the means of bringing new industries in the 
depressed areas, such as the Johnstown district. 

A similar system affecting tax writeoffs was previously extended 
to defense plants and there is no doubt that a similar provision would 
aid greatly in relieving unemployment in the Johnstown area. 

To sum up, I believe the only manner in which the unemployment 
situation can be solved is through cooperation of the Federal and 
State Governments. It is only in this manner that the necessary 
funds can be obtained to relieve the unemployment situation. 

It is my opinion that the Douglas bill will fit in with the measure 
whcih Governor Leader has submitted to the legislature providing for 
the State to appropriate funds for this most essential project. 

I want to thank this committee for affording me the opportunity 
to submit my views on this most vital question and I sincerely trust 
that your great work will be rewarded with complete success. 

I desire at this time to go into more specific detail regarding the 
unemployment situation. 

Western Pennsylvania currently has seven areas classified as areas 
of substantial labor surplus on the official area classification list of 
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the United States Department of Labor. Three of these are major 
metropolitan areas which are regularly included in the classification 
system, and four are smaller areas which are currently classified 
because they have substantial labor surpluses. 

Johnstown, Altoona, and Erie are the major areas, and Indiana, 
Clearfield-Du Bois, Kittanning-Ford City, and Uniontown-Connells- 
ville are the smaller area. 

These 7 areas combined currently have a total of about 40,000 
unemployed workers, which represent approximately 10 percent of 
the total civilian labor force im those areas. 

Other areas in western Pennsylvania, although not covered by the 
United States Department of Labor area classification program be- 
cause of their small size, nevertheless have relatively severe unem- 
ployment problems. The Bedford and Punxsutawney areas are 
examples. 

The Johnstown area, which embraces all of Cambria and Somerset 
Counties, has one of the severest unemployment problems in the State 
and Nation. Over 10,000 workers are currently unemployed. This 
represents about 10 percent of the total labor force in the area. 

In addition to these totally unemployed workers, there are about 
6,000 miners in the Johnstown area who are idle from 2 to 4 days each 
month due to the current shortage of railroad freight cars, 

The chief reason for the Johnstown area’s unemployment problem 
is the decline in coal mining employment, which has brought a loss 
of about 9,000 jobs in the last 4 years. 

Although total employment in the Johnstown area has increased 
by about 8,000 in the past year, it is still around 8,000 below the 1951 
peak. 

At present, over 6 percent of the labor force is unemployed in the 
Altoona area, which encompasses Blair County. This amounts to 
about 3,600 unemployed workers. ‘Total employment in this area is 
now back to the highest levels of 1953, but is still about 2,000 under 
the 1951 peak. 

This area has recently had a marked pickup in employment. It has 
come primarily as the result of increased activity at the railroad car 
shops in building railroad freight cars to meet the current strong de- 
mand arising from the current national freight car shortage. 

For long periods in the past, however, this area has experienced 
substantial, chronic unemployment as a result of severe curtailment 
of its railroad locomotive and car building and repairing activities. 
This was brought about by the shift from steam to diesel locomotives 
and declines in railroad transportation activities arising chiefly from 
reduced coal shipments and increasing competition from other types 
of transportation. 

The Erie area, comprising all of Erie County, in the northwestern 
corner of the State, currently has about 7,000 workers unemployed— 
nearly 7 percent of the labor force. The problem in this area arises 
from the fact that the dominant. employer in the area has transferred 
a large segment of its manufacturing operations to another State. 

The Uniontown-Connellsville area, embracing all of Fayette County, 
has been especially hard-hit, not only by the drop in seal mining, but 
also by the drastic, long-term decrease in its once dominant beehive 
coke industry. As a consequence, the unemployed number more than 
8,000 and represent over 17 percent of the area’s labor force. 
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The coal-mining decline has been primarily responsible for the un- 
employment sethinnss of the other 3 smaller areas of substantial labor 
surplus. Unemployment amounts to about 2,000 workers, or 9 per- 
cent of the labor force, in both the Indiana area (Indiana Conny) 
and the Kittanning-Ford City area (Armstrong County). In the 
Clearfield-DuBois area (Clearfield County and parts of Centre and 
Jefferson Counties) over 4,000 workers are unemployed, representing 
about 12 percent of the labor force. sot d. 

Western Pennsylvania’s unemployment problem stems primarily 
from the continuing, precipitous, long-term employment decline in 
the bituminous coal-mining industry. For many years this industry 
was the backbone of the economy of western Pennsylvania. 

During the past several decades, however, soft coal mining employ- 
ment has been declining steadily. Many mines have been permanently 
closed down because they have been worked out or become competi- 
tively unprofitable to operate. The introduction and expansion of 
stripping operations and the increased mechanization of mining op- 
erations have substantially reduced the number of workers required 
in mining coal. 

Moreover, increasing competition from other fuels and from soft 
coal mines outside Pennsylvania have reduced the market for the 
output of Pennsylvania’s mines. 

Since 1947 alone—the post-World War II period—Pennsylvania 
has suffered a loss of 60,000 jobs in its bituminous coal-mining indus- 
try. Virtually all of this loss was concentrated in the western half 
of the State. 

In addition to that Senator Neely, I would like to state that we have 
a number of members of our staff present who have additional infor- 
mation regarding the unemployment situation in this general area, 
and their services are available to your committee. 

On behalf of Secretary Turquato and the Department of Labor and 
Industry, I would like to extend our thanks for this opportunity of 
presenting our views on this very important question. 

Thank you very much. 

Senator Nrety. We are very much obliged to you for your testi- 
mony. It seems to me to be, in spirit, identical with an impressive 
statement your famous Governor recently made in Washington before 
the Senate Committee on Labor and Public Welfare. 

Mr. WeisperG. Thank you very much, Senator Neely. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA—Resumed 


Mr. Sartor. Senator, I, at this point, would just like to make a few 
brief comments. I desire to state not only my personal sentiments, 
but the sentiments of the great majority of the people in the three 
counties comprising my congressional district, when I tell you how 
deeply grateful we are for having had you come here to conduct these 
hearings in Johnstown, perhaps for the first time in the history of this 
area that a Senate committee on proposed legislation has ever been 
in our midst. 

I know it is the first time that a committee has ventured into this 
congressional district on a bill which would provide Federal assistance 
for economically distressed areas. It has been my good fortune to 
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discuss with you formally and informally this situation a number of 
times in the past, and I have always been impressed by your under- 
standing of these problems and your sympathetic consideration of 
them. 

Rather than submit specific figures and other pertinent data on un- 
employment in this area, I shall present a brief résumé of the overall 
picture and suggest what I believe the Federal Government could do 
to alleviate our economic distress. 

Representatives of local, civic, labor, and industrial groups will 
present figures for your subcommittee for their study. For this rea- 
son, | am omitting that data, rather than duplicate it. 

One of the unique features of the economically distressed areas is 
that the people who reside in these areas and who are gainfully em- 
ployed are enjoying the similar economic prosperity that is being 
enjoyed by most of the people in the country. 

However, their next-door neighbors, large segments of many of 
the communities in this area, who are able and willing to work, are 
unemployed, and they are maintaining their families, some on their 
savings which they have placed aside; others on the unemployment 
compensation. In many instances that has run out, and they are 
living now on public assistance and surplus food. 

Yet, you can readily see that this develops a morale condition that 
is serious. In endeavoring to pass legislation that will bolster not 
only the economic life of a community in these distressed areas, you 
will do much to raise the morale of the people and the ethical values 
of the area and of the entire country. 

Residents of this 22d District and the adjacent counties in central 
and western Pennsylvania have been badly neglected by the Federal 
Government for almost a decade, and I use that word “neglected” 
advisedly. 

I submit that our citizenry have received despicably unfair treat- 
ment as a consequence of some of the illogical and, 1 think, uncon- 
scionable practices that the Federal Government has adopted. 

Now, Mr. Chairman, the failure of the Federal Government to 
place a limitation on the amount of residual oil that has been ad- 
mitted into the markets of our country from lands abroad is directly 
responsible for the loss of thousands of jobs in our States and in 
our mines in this area. This encroachment upon the United States 
fuel markets began shortly after the close of World War LI, increased 
steadily to the complete disregard for the welfare of the people. 

As a consequence, many of the coal mines in this area in your State 
and mine and down into Kentucky and other parts of Virginia, as 
you know, have been abandoned. Many of them will never be re- 
opened, with our loyal miners, their families, as well as the men em- 
ployed in the allied industries and their families, thus being deprived 
through no fault of their own of their God-given right to earn a 
living. 

Now, largely through your personal efforts, the Senate Finance 
Committee, Mr. Chairman, in 1955, when it discussed the extension 
of the Trade Agreements Act, included an amendment designed to 
hold imports to a given level, and as great as this attempt was, our 
decision afterwards concluded that it was not adequate. 

You knew it at the time you were able to get the amendment adopted, 
but the record has since proven that you were only too correct, be- 
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cause increased amounts of residual oi] have continued to come into 
this country, and yet I feel for the first time since this situation has 
arisen that we have been able to dent the armor of the freetraders. 

We have notified the importers that Congress has finally taken rec- 
ognition of a danger which exists in permitting our industrial mar- 
kets to be inundated by foreign oil. The east coast utilities and heavy 
industrial plants which heretofore have assumed that this flood of 
cheap oil from foreign refineries would continue unabated through 
the years have come to realize the danger of placing their reliance on 
such shipments. 

Some of these consumers, I am happy to report, have returned to 
coal. The trend has not yet become sufficiently significant to enable 
the coal industry to regain more than a few of its customers which 
have been so unfairly taken from it, but it can at least serve as en- 
couragement for those members of Congress and for those representa- 
tives of industry and labor who have actively pavionnpates in the cru- 
sade for the protection of the American public against unfair com- 
petition from abroad. 

Whether we are going to be able to enact a quota restriction during 
the present session of Congress is something that I am not able to pre- 
dict, but certainly our position, I believe, has been enhanced as a con- 
sequence of your action and the admission by Congress and the White 
House that there is too much foreign oil coming into this country, and 
that it constitutes a threat to our national security. 

With the friendly atmosphere that prevailed at Geneva, long since 
having been dissipated, and the angry clouds originating in the vicinity 
of the Kremlin, our people are on notice that the Nation’s defense 
facilities must be operated on an alert basis, and that reliance on 
foreign fuel to provide power for a mobilization program is utterly 
folly. 

Coal is not the only industry that has suffered from the policy for- 
mulated and carried out by that infamous group in the State Depart- 
ment. Our glass, pottery and ceramics industry have from time to 
time felt the impact of diabolical practices of those who apparently 
have no concern for the welfare of their own countrymen. 

In addition to the Government’s foreign trade policies, there are a 
number of other reforms which should be adopted in order to give the 
people of this area an opportunity to participate in the benefits of an 
expanding economy. 


The Government’s own coal purchasing policies have been detri- . 


mental to the economics of the coal industry. Furthermore, there has 
been entirely too much emphasis placed upon the development of the 
commercial application of atomic energy. 

Senator Nreety. Has the unconditional promise made by the head 
of FOA last year to purchase a large amount of coal ever been per- 
formed so far as this Commonwealth is concerned ? 

Mr. Sayvor. Senator, I am sorry to tell you that it was repudiated, 
and it did absolutely no good for this area. I had high hopes at the 
time the announcement was made that it was the beginning of a policy 
by the FOA to aid the coal industry, and in effect this area, by return- 


ing it and others to full production. However, it was not followed 
through. 
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Senator Nee.y. The promise to West Virginia has been completely 
repudiated. Your experience in this case has apparently been as un- 
satisfactory as your own. 

Mr. Sartor. That is correct, Senator. 

I agree with you. I do not ask that we have all of the markets in 
this country. That has never been my purpose; it has never been your 
purpose. But I certainly feel that if any large segment of our econ- 
omy is affected, then there is a duty, regardless of Administration, 
to take care of the people in this country first. 

Unfortunately, the attitude of the people in the State ene 
seems that they have a duty to people all over the world before they 
have a duty to the citizens of the United States and, in particular, 
a distressed area. 

Senator Nrety. The attitude of the State Department regarding 
this matter has not, to my knowledge, changed during the past ten 
years. 

Mr. Sartor. Mr. Chairman, I say that I have frequently made it 
clear to my colleages in the House and the Senate that Congress has 
been dilatory about removing the inequitable burdens making it pos- 
sible for the unemployed people in this area and other areas to return 
to work. 

In July of 1954, I introduced a bill which was given the number of 
H. R. 9905, a bill to provide for public facilities construction which 
would have stimulated employment in areas having a large unemploy- 
ment surplus. On January 5, 1955, when Congress reconvened, I 
again reintroduced that measure. 

It was referred to the House Committee on Public Works, however 
the committee has taken no action whatsoever. On the 9th of January, 
I introduced another bill, H. R. 8220, which is similar in many ways 
to the Douglas bill which we are considering today. That bill has 
been referred to the House Committee on Banking and Currency. 

It provides for assistance, financial and technical, to areas for de- 
veloping and maintaining a stable and diversified economy. This 
measure is said to have Administration support, since it was conceived 
after a conference with the legislative and executive officials of the 
Federal Government. 

But, Mr. Chairman, I have no pride of authorship, nor do I seek it, 
or simply want my name attached to a bill. Rather, I see a problem 
of supreme importance to my Congressional District and to similar 
distressed areas in the United States. 

I hope, as a result of this hearing, that legislation will be enacted 
in the 84th Congress that will enable these islands of unemployment 
to be swept into oblivion in the sea of prosperity in this country. 

Mr. Chairman, I feel sure that you will be interested in a resolution 
which I intend to introduce tomorrow if the House is in session, if not, 
on Tuesday of next week. My resolution will seek to have the House 
of Representatives authorize a study leading to the establishment of 
a research and development program for the coal industry. This 
resolution is designed to have Congress look into the possibilities of 
setting up a research program for coal in the same magnitude and in 
the same general organization basis as those programs currently being 
condastalll by the Atomic Energy Commission, the National Advisory 
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Committee for Aeronautics, the National Science Foundation and 
other similar groups. 

My object is to accomplish the best and most expeditious methods 
of furthering an economic revival of the bituminous coal industry. 
Fields of activity specifically listed in the resolution will include coal 
production, transportation, distribution, utilization, new and ex- 
panded uses of coal, and a general appraisal of all coal technology, 
including a synthetic fuel program. 

I am confident that the construction of a synthetic fuels plant, 
leading to the eventual establishment of an industry capable of pro- 
viding gas, gasoline and other traditional products of the petroleum 
industry, will not only provide vast opportunities for those who are 
now unemployed, but will serve as a vital backstop for our national 
security program. 

Now, I shall not take up any more of the committee’s time, because 
some of these other witnesses who are here are important. They have 
highly technical testimony, and they represent the laboring forces in 
western Pennsylvania. 

In closing, may I reiterate that this area, as well as the other dis- 
tressed areas, are waiting for our Government to do something about 
this labor problem, and we hope the Senate takes immediate action. 
I feel that this committee is the vehicle through which this legislation 
will be enacted and sent over to the House, and I sincerely trust that 
I will be able to join forces with those men in the House of Repre- 
sentatives who feel as you and I do, so that the residents of this area 
who want to work will be provided that opportunity. I wish you 
and your committee godspeed in your work. 

Senator Neety. Thank you very much for your outstanding efforts 
to help solve the unemployment problem. 

Mr. Sartor. Now, Mr. Chairman, the next witness is a distin- 
guished labor leader that I would like to present, Mr. John Ghizzoni, 
the president of District No. 2, United Mine Workers. 

Senator Neg.y. Mr. Ghizzoni, we shall be glad to hear from you. 


STATEMENT OF JOHN GHIZZONI, PRESIDENT, DISTRICT NO. 1, 
UNITED MINE WORKERS OF AMERICA 


Mr. Guizzon1. Senator Neely, Congressman Saylor, I am extremely 
happy, Senator, to be able to appear before your committee in favor 
of Senate bill 2663, introduced by Senator Douglas and others, and 
oe support of H. R. 8220, introduced by Representative John P. 
Saylor. 

Both of these bills seek to alleviate the distressed conditions exist- 
ing here, particularly in coal mining. 

I have been associated with the bituminous industry in central 
Pennsylvania, actively, since I started to work in 1904 and worked 
in the coal mines for a number of years. I was elected to the position 
of International Executive Board Member of the United Mine Work- 
ers of America in 1929 for District No. 2, and since November 1952 
1] have been president of district No. 2. 

I have been authorized by the United Mine Workers of America to 
speak for districts 2, 3, 4, and 5, which embrace all of the bituminous 
area in Pennsylvania, 





AREA REDEVELOPMENT 379 


The picture in the bituminous area of our State is certainly very 
bleak and sad with reference to bituminous coal miners. The figures 
from our State Department of Mines show that in 1950, we had 93,774 
miners actually at work in the whole bituminous area in our State, 
and in 1955 we had 45,556 miners, or a decrease of 48,218 miners, 
equaling 51.4 percent. That is the picture for the State of Penn- 
sylvania. 

The picture of District No. 2, which is this area, and known as cen- 
tral Pennsylvania, shows that in 1950 we had 41,737 miners at work. 
In 1955, we have approximately 21,242, or a decrease of 20,495 miners, 
equalling 48.9 percent for our fields here. 

We have authentic figures which we are submitting—a table; 
namely, exhibit A, which is appended to this statement giving the 
exact figures for 1950 to 1954 on a county by county basis of miners 
employer in 1950, as stated above: 93,774 miners employed. In 1954 
there were 54,699 miners employed, or a decrease of 38,085 miners, or 
40 percent of the total. 

It will also be noted that the figures for 1955 decreased for em- 
ployable miners in spite of the fact that the coal production for 1955 
has increased. The answer to this problem is that those employed 
miners secured additional work time to produce the additional tonnage. 

In appearing before your committee today, I can say with a fair 
degree of uncontradictable assurance that the unemployment situation 
existing in central Pennsylvania, District No. 2, and western Pennsyl- 
vania, is comparable to, or worse, than in the severe depression of the 
early thirties. 

The shock was mitigated to some extent because since that time, 
the State of Pennsylvania enacted into law an unemployment insur- 
ance program allowing laid-off workers 26 weeks, with $30 to $35 a 
week, for unemployment compensation. 

Since that time, the State has also created a Department of Public 
Assistance—relief—and through the processes of collective bargaining 
of the United Mine Workers of America with the coal operators, a 
pension fund was created of which 8,228 miners in this central Penn- 
sylvania district are now receiving pensions when they retire at the 
age of 60. 

Just imagine, we have, 8,228 miners in 1 district alone. I do not 
have the figures for Districts 3, 4 and 5, of how many are receiving 
pensions in those fields, but our fields run rather more or less on an 
even-keel basis. 

Some of these men who have taken pensions because they were laid 
oft from work state that if their mines had continued in operation and 
had not decreased in employment, they would have worked from 5 to 
7 years longer. 

We also have been receiving surplus food in large quantities to alle- 
viate the distress that exists among the coal miners of our district. 
The 26 weeks of unemployment compensation has now expired for 
practically all of the idle coal miners, and they must subsist either on 
surplus food or the relief grants by the State of Pennsylvania. 

As this committee is familiar with the coal mining communities, 
there is no other industry in coal-mining towns, and we now have many 
ghost towns. Many hundreds of men ae been laid off from work in 
every coal mine in central and western Pennsylvania. 
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The only means of subsistence coming into these towns besides sur- 
plus goods are those who are qualified to receive the miners’ pension. 
Coal miners never did, and do not now, like to live on subsidies, relief, 
or grants. They desire to work to earn their living. 

Thousands of able, strong young men are walking the streets and 
have searched in vain for work in other cities. These men look to- 
ward our Government to give them the right to earn an honest day’s 
living in an honorable way. 

One factor in our opinion that has caused the bituminous coal in- 
dustry to suffer as it has is because of the importation of residual fuel 
oil, as referred to by Congressman Saylor, from our South American 
countries. This importation of residual fuel oil in our judgment has 
thrown, conservatively, several thousand coal miners out of employ- 
ment, and we believe your committee should attempt to correct this 
situation, as everyone knows in central and western Pennsylvania 
that coal mines are within easy access of east coast fuel markets. 

Naturally, we have suffered greatly with this loss of business going 
to the South American countries. 

Thousands of our local miners receive surplus food in the several 
counties, as is evidenced by the fact of the large number of persons 
who are receiving surplus food in our coal counties. 

In conclusion, let me again reiterate that we are in favor of Senate 
bill 2663, and House bill 8220, because we believe that the bituminous 
coal counties of Pennsylvania fall within this category of being 
known as depressed areas. 

Therefore, the bituminous coal miners of Pennsylvania are looking 
toward their Federal Government for employment in new industries 
as provided in such bills. 

I also believe that charity should begin at home by our Federal 
Government. By that I mean we are not opposed to our Federal 
Government spending millions of dollars in other countries to alleviate 
distress, but we think some of those millions of dollars should be spent 
in our own neighborhoods, in our own States and country, to alleviate 
the distressful conditions now facing our people. 

I may say by way of comment, also, my good friend Mr. J. P. 
Busarello from Pittsburgh, president of district 5, just handed me a 
statement which I think should be read into the record as, of course, 
we were authorized to speak for him, but he just makes the several 
observations here that I think are pertinent. 

Senator Nrery. Is he the president of one of your districts? 

Mr. Guizzon1. Yes. He is the head of District No. 5, United Mine 
Workers of America, and he states that on the main line of the Penn- 
sylvania Railroad from Pittsburgh running west to the State line of 
West Virginia we had 21 mines. One mine is now operating. Twenty 
are closed down. 

On the Pittsburgh & West Virginia Railroad, running from Pitts- 
burgh southwest to the State line of West. Virginia, we had 15 mines. 
We now have one mine left operating. . 

On the Miller’s Run branch, and adjacent thereto, we had eight 
mines. We now have two operating. In Montour Valley on the 
Montour Railroad, running southwest from Pittsburgh, we had 10 
mines. There are three left operating. 
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In the Canonsburg area adjacent to Washington, Pa., we had 13 
mines. We now have three left. We had nine mines on the Mononga- 
hela River. Six mines are now operating and three are idle. 

On the Youghiogheny River, we had 9 mines operating and there 
are 3 mines operating today. On the Allegheny River, we had 12 
mines. There are 9 operating and 3 closed. 

On the Kiskiminetas River, we had about 17 mines at one time. 
There are only three operating. 

In describing the Pittsburgh district west of Pittsburgh, it re- 
minds one of the Saraha Desert, he continues, and from all indica- 
tions, unless something is done by the Federal Government, with the 
aid of the Commonwealth of Pennsylvania, it will remain thus for 
many years to come, 

Millions of dollars have been invested in properties by the coal 
companies, as well as our people who are living in this ae of the 
country. If conditions are permitted to exist as they have been in the 
past, they will all be wiped out. , 

Now, of course, by way of comment, we might say that we know 
that this committee has been very much interested, and especially your- 
self, Senator Neely, and others, and Congressman foun. in trying 
to secure some legislation that is favorable to alleviate or establish 
something in these depressed and distressed areas. 

We appreciate the work of your committee. We only hope you 
more success. We are thankful for being given the privilege of com- 
ing here to say our little piece, but we know this is a problem that 
rests with the Congress of the United States—the Senate and the 
House of Representatives—and it is hard, sometimes, to believe that 
the people generally do not appear to understand just what is happen- 
ing right here at home. 

Right here in central Pennsylvania, we submitted to your committee 
about a year ago a detailed list of how many mines were closed. We 
have pinpointed every mine, and the reduction of its working force, in 
addition to those mines which are actually closed and are now out of 
business, and we believe that they will hardly ever be revived because 
they are full of water. 

These shafts, when left inoperative, are very expensive to again put 
back into operation. So I say that you have a real job, and I wish 
you Godspeed and good luck, both you and your colleagues, as well 
as our Congressman, in trying todo something for us. 

We are the common people. We are the people down below, and 
we must look above if we can secure some help from this great big 
strong Federal Government of which the whole world is afraid. 

_ Well, if the world is afraid of us, then why should we not get some 
little protection for the common Joe who walks the streets today who 
tries and wants to secure a job? All he asks for is the right to work 
and earn a living, a right which any citizen should have. 

Thank you, again. 

Senator Neety. Thank you, Mr. Ghizzoni, for your valuable testi- 
mony. It is my hope that it will greatly help to move the Congress to 
provide proper relief for the Nation’s unemployed. 

Mr. Ghizzoni’s Exhibits A and B will be printed in the record at 
this point. 
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( The tables referred to follow :) 


ExureiTt A 


Bituminous area by counties 
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| 
County 1950 miners | 1954 miners Decrease Percentage 
Allegheny... . . 9, 343 4,496 3, S47 41 
Armstrong. .... . oat 3, 552 1, 658 1,804 533 
Bedford... ___- 440) 142 34x 71 : 
Beas. cusbeos i ‘ : badd 242 | 139 105 42 ] 
OS en — shut 1, 351 826 525 39 
Cambria._._____. 13, 790 | 9, 067 4,723 34 
Cameron..........--.- beuHdhnhp oa 455560> ee 38 | 18 20 52 
Centre......... : 763 460 | 303 29 . 
ces snveente pia 1, 882 944 | 938 | 49 
Salhi hth nneiinen nn outetiindeaels 4, 868 | 3, 267 1, 01 32 
Clinton...--.-. ABO) 5 319 | 213 | 116 36 
Ws to i ease ees. we lac ek eet 609 | 277 | 422 60 
Fayette ‘ aati = -| 11, 767 6, 545 | 5, 222 44 
reené.._.._.- ‘2 SS Saka 9, 012 | 7,035 | 1, 977 | 22 
Huntingdon.____- bet --| 459 135 324 70 
Indiana.....____- 6, 236 | 3, 237 3, 049 | 48 
I ti och cinind a i5e0s ck ena -| 1, 861 1, 149 712 | 38 
Mercer ee 320 230 90 2B 
ERE ers bit daabenie caeeEES | 6, 309 | 2, 863 | 3, 446 | 55 
Tioga “ | RS Se = » dll 156 57 99 63 
Washington.................-.--- Sd 14, 348 9,419 | 4,929 | 34 
Pe ick cntaned, pment dimen 5,919 | 2, 522 3, 397 | 57 
DelRaiiccisrsence,-iccanicinelooaal 93, 774 | 54, 699 4 40 
| 
Exursit B 
District No. 2 by counties 
County 1950 miners | 1954 miners Decrease Percentage 
Percent 
BI. 6302 24643 £. inn Mibitddidctetadd 3, 552 1, 658 1, 894 53 
itil ail ae 490 142 348 71 
SE aber enece nsec to cee mot aete tear ceekee 7 242 139 103 42 
a ik ans cit. Sige cide die eerinegh ite 13, 790 9, 067 4,723 34 
NS 2 Siac: ala ccubidi cnn tbeaetidoniee ame 38 18 20 52 
Centre -.. Us Saddell 763 460 303 39 
EE SS Cae Rey a. a 1, 882 44 938 49 
Cc es eS SS eee cb enh ct. babe ecdsn 4, 868 | 267 1, 601 32 
Clinton ‘ 319 | 213 116 36 
eee a eae en eae ek Lows ceeoiemne wom 699 277 = = 
pene 3; a Le LS Oa. Ae 459 135 
eli ea a a lala le 6, 309 . 3, 069 48 
Jefferson _ - Sib dedis 1, 861 1, 149 712 38 
NE nla but cgntcddaaayetenene tigen 6, 309 3, 55 
MDiicincnsdiaweahtientnnud sughaontihiigh-iacgestad 156 63 
i ti ee ell 41, 737 23, 626 18, 118 43.4 


Mr. Sartor. The next witness, Senator Neely, was to be Harry 
Boyer, the State president of the CIO council. Mr. Boyer was not 
able to be here, but has sent as his representative Mr. Harry Block. 

Senator Nzseiy. Mr. Block, please proceed. 


STATEMENT OF HARRY BLOCK, SECRETARY-TREASURER, PENN- 


SYLVANIA CIO COUNCIL, AFL-CIO, ON BEHALF OF HARRY BOWER, 
PRESIDENT 


Mr. Biock. My name is Harry Block, secretary-treasurer of the 
State CIO council. Mr. Boyer is attending a planning meeting in 
Harrisburg, and therefore, I am acting as his substitute. 
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Along with that, I have been authorized by the State Federation of 
Labor, AFL, Joseph McDonough, president, to represent him at this 
hearing. His remarks will be mimeographed and sent in to your com 
mittee, with your kind permission. 

The State Federation of Labor represents 800,000 workers in Penn- 
sylvania. The State CIO council represents 700,000, and therefore, 
between the two organizations, we have over 1,500,000 members in 
Pennsylvania. ; a 

I am happy to appear here in response to your invitation. I will 
briefly express the views of our organization about the importance of 
Senate Bill 2663 and the desirability of its passage in order to restore 
economic health to our distressed communities. 

I also wish to present to this committee, if time permits, a person 
or two who, themselves, come from areas of chronic unemployment, 
and who are well qualified to discuss the special problems that confront 
their hometowns. They are Mr. Ransom Reeder, subregional director 
of the United Steel Workers of American from Johnstown, Mr. Mur- 
ray Gassman, international representative, railroad division, Trans- 
portation Workers Union of America, Altoona, Pa. 

It is a tragedy that Pennsylvania, a great, rich, and progressive 
State, should still suffer vast distress due to chronic unemployment in 
the midst of a so-called great national boom. 

While employment and production levels are reported to be break- 
ing levels on a nationwide basis, here in this commonwealth can be 
found 5 of the 16 major labor areas in the continental United States in 
which a substantial labor surplus in excess of 6 percent is reported. 
In addition, nine of our smaller labor markets face similar distress. 

Due primarily to the continued existence of substantial areas of 
chronic distress, unemployment in Pennsylvania was reported to ex- 
ceed a quarter of a million in mid-December, even in the midst of our 
national boom. This, moreover, does not include the thousands who 
have jobs and are working part-time. 

Tomorrow this committee, I understand, will make a first-hand in- 

vestigation of the shocking unemployment which continues to exist 
in the most distressed areas of our State—the Scranton and Wilkes- 
Barre-Hazleton areas, where unemployment still exceeds 12 percent of 
the labor force. Here in Johnstown, unemployment still exceeds 
9 percent, and Altoona, although substantial improvement has oc 
curred, still appears on the substantial labor surplus list. 
_ The problem confronting these and the smaller labor surplus areas 
is worse than a flood. A flood comes with tragic impact, but then it 
recedes. In addition, the whole Nation becomes aroused by the dra- 
matic effect of a flood and offers aid. The effect of chronic unemploy- 
ment, on the other hand, is long continuing, and now the Nation has 
hare ie until now the Nation has shown little interest and offered 
ess aid. 

Here in Pennsylvania, the effect of employment declines in coal 
mining, textile, railroading, and in metal manufacturing and other 
industries has occurred slowly and undramatically. Changing mar 
ket demands and technological changes are a gradual process. The 


distress of the community unemployment has spread slowly, like 
cancer. : 
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The plight of most of the 14 distressed areas in Pennsylvania is of 
long standing. The name of Altoona has appeared on every sub- 
stantial labor surplus area report issued by the United States Depart- 
ment of Labor since the list was first compiled in July 1951. 

Johnstown first appeared on the list, and has remained on it, with 
every report beginning in May 1952. Clearly, the tragedy of chronic 
area unemployment cannot eradicate itself. Even in the midst of an 
unprecedented national boom, this local distress has not evaporated. 
Even with the most noble local bootstrap effort, in which labor has 
fully eee adequate jobs to meet local needs have not been 
created. 

I use the word “adequate” advisedly. The problem is not just one 
of creating jobs, any jobs. A study of the unemployed in Johnstown 
and Altoona last October reveals that fully a third were skilled or 
semiskilled workers. 

Too often new employment opportunities in distressed areas have 
involved a tragic down-grading in the pay of the worker reemployed. 
Surely we need more jobs of all kinds in these localities, but in addi- 
tion, we need the kind of jobs which utilize the existing higher skills, 
and we also need retraining programs through which displaced 
workers can be prepared for effective utilization in new employment. 

Today, the help of the Federal Government, as well as of the States 
and localities, is sorely needed if our areas of chronic labor surplus 
are to be restored to economic health. It is the view of the organiza- 
tion I represent that the passage of the Douglas bill, 2663, is now 
urgently needed. 

nder its provisions, our distressed Penns: ]vania communities 
could secure Federal loans and grants for plant construction and the 
improvement of public facilities. Besides, the employers could re- 
ceive accelerated tax amortization to encourage new investment in 
depressed areas. 

Furthermore, enterprise in these areas would be given special con- 
sideration in the negotiation of Federal procurement contracts. Also, 
this great bill would specifically preclude any form of Federal aid to 
any runaway shop or enterprise, but the Douglas bill goes further. 

It would provide direct aid to the displaced workers themselves 
through extended unemployment compensation payments durin 
periods of vocational retraining, improvement in the distribution o 
Federal surplus food commodities, and by other means. 

It is our view, in conclusion, that none of these proposed Federal 
aids can be dispensed with. In fact, there are no doubt additional 
ways in which substantial assistance could be provided. 

Surely, it is time that this great and rich Nation should look to its 
own areas of distress and shape its own Point IV program to meet the 
situation. We heartily welcome this committee of the United States 
Senate to Pennsylvania. 

We know that you will study our problems closely, and we are 
confident you will return to Washington and help us. 

Thank you. 

Senator Neety. Thank you very much, sir. We are glad to have 
your testimony. 

Mr. Savior. Mr. Reeder, do you have any statement that you desire 
to make at this time? 

Mr. Reever. Yes, sir. 
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Mr. Saywor. This is Ransom Reeder, the local head of the CIO- 
AFL. 
"loades Neety. Mr. Reeder looks like a West Virginian. 

Mr. Reeper. I am very proud to say that I am from West Virginia. 
I don’t mean that I am proud I am from there. I mean I am proud I 
originated there. 

Senator Neevy. Very well said. 


STATEMENT OF RANSOM REEDER, SUBREGIONAL DIRECTOR, 
UNITED STEELWORKERS OF AMERICA 


Mr. Reever. I am subregional director of the United Steelworkers 
of America, representing the workers in the major industries in Johns- 
town in the steel industry, and I would just like to give a little bit of 
the human side of the thing in Johnstown, as the people from the 
agencies will give you the exact figure, which I also have, of the 
unemployment in the DPA, and so on. 

While our steel mills here are running at the highest capacity that 
they ever have since they have been in existence, there is no greater 
employment than there was a few years ago. Of course, that is due to 
the fact that technological changes have been made—improved meth- 
ods in manufacturing steel and the installation of machinery to do the 
work in place of skilled workers. 

That is all right. We are not complaining about that. But the 
people in this Johnstown area find themselves in this predicament— 
they have lived here all their lives, and they have raised families. 

Their children grow up and graduate from high school, and they 
have just got to leave Johnstown. The population is decreasing here. 
Why, we have a wonderful city here. We have got lots of coal and 
lots of water. We have everything here but industry. 

When steel goes down, the town goes down. It is in a mining 
area, and we have lots of miners here, too. Lots of our mines go down 
here when the steel goes down. The opportunities here for Johns- 
town to increase or even to stay status quo is nil, because the steel 
industry can produce all their steel with the employees they now have, 
or less employees. 

There is just no expansion. We need industry here, and we need it 
here badly. I am a member of the Industrial Development Com- 
mittee of the chamber of commerce. The United Steel Workers joined 
with the chamber of commerce in an endeavor possibly to do something 
about bringing industry in here. 

We have a setup that possibly could induce industry in here, but the 
great need will have to come from a bill such as introduced, the Doug- 
las bill, because the thing that we need is finance. 

Now, one word on the human element, and it is a pathetic affair, 
and something that I know something about. These people who have 
lived in Johnstown all their lives, for one reason or another, are 
losing their jobs and can just not get employment. They have to live 
on public assistance. : 

They are good, honest, Christian people who will not even be 
able, unless there is something done, to darken the entrance door to 
their churches to worship their God because they are so ill-clad. That 
is the condition that is in Johnstown. 
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That is not a story; that is a fact. I do hope that you and our 
good Congressman here will be able to do something that can get 
this Douglas bill passed, because we need the help that we feel would 
come from it. 

Senator Nee.y. Thank you very much, Mr. Reeder. 

Mr. Saytor. This is R. E. Gassman, who represents the Transport 
Workers Union. 


STATEMENT OF MURRAY GASSMAN, INTERNATIONAL REPRESENT- 
ATIVE, RAILROAD DIVISION, TRANSPORTATION WORKERS 
UNION OF AMERICA 


Mr. Gassman. Senator Neely, I wanted to bring out certain facts. 
If you remember, in Altoona last summer, you told me it doesn’t be- 
long under the bill that you were discussing there about the oil situa- 
tion. You told me at that time it belongs in a hearing such as this, 
on distressed areas and unemployment. 

You remember that, Senator. Now, in my testimony before your 
committee in Altoona, all of the facts were brought out for the rec- 
ord. I would like to have the same facts on page 541, and page 557 put 
on record here. That will save a lot of time. 

Senator Nerety. Are the existing facts identical with those which 
you previously stated ? 

Mr. GassmaAn. Yes, that is correct, Senator, and what I wanted to 
bring out was one more thing, as far as Altoona area is concerned 
today. It is still on an egg shell. There may be slight improvement 
in work there. I understand the newspapers have Feesiatt out that 
18 percent unemployment dropped to 6 percent. 

Now, that impression is false for this reason : There are railroad cars 
being built there now, subsidized by the Government, on the 85-per- 
cent tax writeoff. If that is going to be stopped, we are back where 
we started from, or if the railroad builds enough cars in the next year 
or two, you are going to have a 5-year layoff instead of a 2-year lay- 
off, because those cars are being built because of the subsidies given 
by the Government today. 

You are going to have a problem. Altoona needs help, and needs 
help not on a temporary program. It needs help on a long-range pro- 
gram, and that only aie given by public works. It could be 
helped by the pension bill under the Railway Labor Act being 
amended to bring down the age limit from 65 to 60 years old, and to 
bring up the benefits for this reason: There are over 1,000 railroad 
workers working in Altoona today that are over 65, and they can’t 
afford to retire on the inadequate pension they are receiving today. 

That will give 1,000 younger men at least jobs in that area. You 
also have the other problems which I brought out, which is on the 
record here, which I discussed at that time, and that is the various 
laws of which the county commissioners at that time brought forth 
to you and which they wanted to enact. 

enator Nery. Mr. Gassman, as I recall it, the only controversy 
between you and me in that case was that you suggested that the 
Government ought to compel the Pennsylvania Railroad to repair its 
cars in Altoona instead of in its shops in some other city. is the 
Government could not do. 
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Mr. GassMan. Since that time, I want to bring this out. The Trans- 
port Workers have consummated an agreement with Pennsylvania 
not to farm out work. Whether they are going to abide by that agree- 
ment or not, I don’t know, but they agreed not to farm out work. 

There is one other issue that more or less we spoke about, and that 
was the reservoir issue there at the time, if you recollect, see. 

Now, the Pennsylvania Railroad, you understand, turned around 
and sold the reservoirs to private companies instead of the City of 
Altoona. 

Now, what the city needed was money to help them buy those res- 
ervoirs, which the Governmert could have helped out on, and they still 
could help out as far as that issue was concerned. That all ties in with 
the problem in Altoona today. It may be a local problem. 

I didn’t bring that up here. I am merely saying that the Govern- 
ment could help out. 


Senator Neety. Pages 541 and 557 of another hearing which have 
been presented by Mr. Gassman will be printed in the record. 
(The material referred to follows :) 


(Pages 541-557 of Heari on Cases of Unemployment in the 
Coal and Other Domestic Industries before the Subcommittee to In- 
vestigate Unemployment of the Committee on Labor and Public Wel- 
fare, United States Senate, 84th Cong., Mar. 29, 1955, Altoona, Pa.) 


STATEMENT OF MurRAY M. GASSMAN, CIO REPRESENTATIVE, ACCOMPANIED BY 
STANLEY RUTTENBERG, NATIONAL CIO L&GISLATIVE AND RESEARCH DIRECTOR 


Mr. GassMAN. Mr. Chairman, I have here two statements—one is an overall 
statement which I want to file in the record, and I have a local statement which I 
want to read and go into it and elaborate as much as I can on the time limited. 
Is that all right, Mr. Chairman? 

Senator NEELy. Yes. AS you understand, your statement will be printed in 
full in the record. Just confine your remarks to the important parts of your 
statement. 

Mr. GASSMAN. My name is Murray Gassman. I appear here today on behalf 
of local 2017 of the CIO Transport Workers Union, to discuss problems of unem- 
ployment with which this area has been plagued for some time now. 

I am intimately familiar with the seriousness of the unemployment problem 
in the Altoona area. The Railroad Workers Local 2017 of the CIO Transport 
Workers has more than 6,100 members. During the past 16 months an average 
of 3,500 of this membership has been without work. Recent figures of the Rail- 
road Retirement Board and the Pennsylvania Employment Service show 1 out 
of every 6 workers—9,100 out of a total work force of 54,000—was jobless in 
Pennsylvania. 

Furloughed workers from our local are maintenance of equipment employees 
(nonoperating) such as car repairmen, car builders, C. R. helpers, boilermakers, 
iron foundry molders, electricians, electrician helpers, assigned laborers, and 
common laborers who primarily build new cars, make class repairs on all types 
of freight and passenger cars. They also repair steam locomotives and make 
iren castings for all types of cars and engines. Our workers do all types of car 
electrical work and maintenance of equipment work such as cranes, motors, 
shop machinery, etc. 

There are some very special local and industrial explanations which have 
aggravated the extent of unemployment in this area. I believe this Senate 
committee, however, is interested primarily in what we consider to be the basic 
and national causes of our hardship. 

It is our belief that the major cause of hardship in this area is the general 
economic situation in the United States over the last year or two. Declines in 
manufacturing production and sales cannot help but serve to depress conditions 
in our industry, which is generally dependent on a healthy and expanding 
economy. 
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The extent to which jobs have disappeared on a national basis can probably 
best be seen by examining nonfarm employment and unemployment over the 
past 5 years: 


[In millions} 


Nonfarm Unemploy- 
employment ment 


February 1951 : : | 
February 1952_-_-.__. let niltee ween i558 
February 1953 | 
February 1954 i ; 
February 1955 ) | 


Thus nonfarm employment is lower than at any time since 1952 and un- 
employment higher than in any of the 5 years except 1954. It is interesting 
to note that it has been estimated that 1 million persons seeking employment. 
in February were unemployed for longer than 15 weeks, 300,000 more than 
those in the same position last year. Two million two hundred thousand work- 
ers desiring full-time employment were working only part-time in February. 

Of 21 major manufacturing industries in the United States, only 2, paper 
and printing, had a greater total employment this February than last February. 

One need not be an expert economist to know that such a generally un- 
healthy economic picture will have adverse effects on our own industry, 
When unemployment is high purchasing power is down, and there comes a de- 
creased need to use the railroads for transportation of fuels and raw materials 
for production or the transportation of goods to markets where they cannot 
be sold. 

The best thing that could happen to Altoona would be direct action on the 
part of our Government to improve economic conditions generally throughout the 
Nation. While I do not propose to champion any particular economic tools 
to achieve this end, it is clear that the administration has steadfastly fought 
every effort by those in Congress who seek to place more purchasing power in 
the hands of the people through measures such as tax relief for low-income 
groups and Federal standards raising unemployment insurance payments. 

I cannot leave this subject without alluding to the fact that there are those 
who insist that the only answer to the economic problems of our area is to erect 
a system of tariff barriers to restrict the sale of foreign-made products to this 
country, and consequently close overseas markets for goods made in this 
country. 

‘Ine CIO has always given strong support to enactment of a liberalized re- 
ciprocal trade legislation such as that recently passed by the House of Repre- 
sentatives. Our support stems from these major principles: 

1. Raw material imports are essential to keep many of our basic industries 
in operation. 

2. Important food commodities must be imported. 

3. Many American industries export a substantial proportion of their product. 

4. Trade is a two-way street. 

5. Countries abroad must earn dollars in order to buy the products of our 
American industries. 

6. Trade opportunities must be opened if living standards and economic condi- 
tions of many countries throughout the world are to be improved. 

7. Improved economic conditions are the means of stopping communism as 
well as potential military aggression. 

Because we believe, however, that our tariff policies must not be destructive 
of basic American industry, we urge that the escape clause provision and the 
peril point provision must be continued in their present form. 

In addition, we have always felt that the procedure before the Committee 
on Reciprocity Information affords an opportunity to American industries threat- 
ened with serious injury resulting from imports to present their case. The 
public hearings held by the Committee on Reciprocity Information are designed 
to determine which items are to be considered when we negotiate with our allied 
trading nations. With the retention of these provisions in the present law H. R. 1 
has our wholehearted support. 

We do not assume, however, that this legislation will protect all American 
industry. For this reason we have also given strong support to proposed legis- 
lation introduced in the House by Representative Herman P. Eberharter, of 
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Pennsylvania, and in the Senate by Senators Humphrey and Kennedy. Their 
bill is called the Trade Adjustment Act of 1955, and is designed to help indus- 
tries, workers, and communities hard hit by imports. 

For workers, it recommends the following: 

1. Supplementary unemployment compensation benefits up to two-thirds of 
weekly earnings for 52 weeks. 

2. Barlier—aged 60—retirement for recipients of old-age pensions under our 
social-security law. 

3. Retraining for new job opportunities. 

4. If necessary, transportation for entire families to new areas of employment. 

For industrial enterprises it recommends the following: 

1. Loans through the Small Business Administration for the adjustment of 
such business enterprises and communities to economic conditions resulting from 
the trade policies of the United States. 

2. Appropriate departments and agencies of Government will supply “tech- 
nical information, market research or any other form of information and advice 
which might be of assistance in the development of more efficient methods of 
production and the development of new lines of production.” 

3. Accelerated amortization would be permitted business, industrial enter- 
prises, necessary for the “* * * development of new or different lines of pro- 
duction by an eligible business enterprise or a more balanced economy in an 
eligible community.” 

Communities or industrial development corporations within the communities 
may apply for the following provisions of the act: 

1. Loans are available to communities and industrial development corporations 
on the same basis as their availability to business enterprises. 

2. Technical information, market research, and any other form of information 
and advice are available to the community on the same basis as to industrial 
enterprises, as long as such information is designed to develop a more balanced 
and diversified economy in the community. 

I recognize that this particular bill is not before this committee. However, 
it is essential to recognize that the problem raised by importation of foreign- 
made goods is not the chief source of our troubles, nor is it one which cannot 
be solved. 

In the final analysis, any increase in employment in this area is primarily 
dependent on the health of the Nation’s economy as a whole. 

I thank this committee for the opportunity given us to present our views, and 
the interest it has taken in our difficulties. 

I am making this statement as a supplement to my overall statement because 
the Altoona area seems to have unique and distinct problems of its own in addi- 
tion to the overall unemployment problem. 

The vast majority of the people in the Altoona area, city and county officials 
have tried to work out a program which has been recommended by our organiza- 
tion. This program is based upon the fact that Altoona itself is dependent upon 
the Pennsylvania Railroad Co., for its economic existence. This city was built 
by the Pennsylvania Railroad originally as a railroad town. For some reason 
or other, every industry such as steel, automobile, chemical, and others who 
would employ the necessary skilled labor of this area has not established itself 
here. The few that have, are for the most part employing women at the Federal 
minimum wage standards. Our organization has held mass meetings and con- 
ferences with city, county, and State representatives present, and finally a pro- 
gram consisting of six resolutions was adopted by the county administration. 
This program was also partially adopted by the city council with 3 out of 5 
voting for it. County commissioners adopted this program after a complete 
study of same and decided through this program this area might be able to receive 
its just and necessary aid which it is entitled to. 

I wish to give credit to Councilman Harry Penny and Councilman Martin for 
their tireless cooperation, also to Councilman Pearce for going along with the 
program. I also wish to give full credit to the three county commissioners, 
Milton Emeigh, Raymond A. Wilker, and Herbert Bolger for their full support 
in helping alleviate the unemployment conditions in Blair County. These resolu- 
tions passed by the county commissioners, if followed up to the Federal level, 
will help alleviate our particular local problems. 

As I go on with these different resolutions, Mr. Chairman, I want to explain 
why it was necessary to bring them up and why it was necessary to go along. 

In the first resolution, it deals with the surplus foods in the city of Altoona 
and the county of Blair. Up until now, and I think at the present time, surplus 
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foods are merely dumped in the State of Pennsylvania by the Federal Govern- 
ment, the State of Pennsylvania dumps it on the county commissioners. It is in 
their hands and they are responsible, Now, from there on, they have to go around 
and list various charity organizations to help them and list the voluntary people 
to distribute the food. At times it goes off all right, and at times they had to 
give it up. In various counties in Pennsylvania, it was found that it was im- 
possible for them to distribute these foods. 

Therefore, this resolution No. 1 was presented to the county commissioners 
and they adopted it. 


RESOLUTION NO. 1 


Be it resolved, upon motion by Milton S. Emeigh, seconded by Raymond A. 
Wiiker, and unanimously carried, That the County Administration stands ready 
to make surplus food distribution to the city of Altoona and the boroughs and 
townships, and be fully responsible for the delivery of same, with monthly 
reports made to the State of Pennsylvania, and to cooperate to the fullest extent 
in accordance with any future rules and regulations approved by the State. 


Hersert 8. BoLeer, 
Mitton §. EMeEIGH, 
RAYMOND A. WILKER, 
Blair County Commissioners. 
Attest: 
ARTHUR M. Hess, Clerk, 
JANUARY 26, 1955. 


Resolution No. 1 deals with the distribution of surplus foods in the city of 
Altoona. 

Now, I must say this at this point that the city of Altoona agreed that if the 
State would help, they would make the distribution through their city hall, 
through their fire department, through their police department, and city build- 
ings. Now the main object of this resolution was to have somebody responsible. 
I think the Federal Government should be responsible when they first deliver 
to. the State. Now the State should be responsible when they give it 
to the county, with reports to each. The county should be responsible up until 
the time they give it to the city. Now the city and townships should be respon- 
sible on delivering these surplus foods to the proper people and that’s what this 
resolution aims for, to eliminate the uncertainty of the distribution. 

Senator NEELY. Mr. Witness, I think the Chair should tell you that the com- 
mittee has no jurisdiction over the matter of distribution of surplus foods. It is 
only to ascertain the causes of unemployment and what the Federal Govern- 
ment by legislation can do in that unemployment. Now the detail of the manner 
in which the cooperation should be established between the various units, 
frankly, that’s something that does not come within the duties of this commit- 
tee under the authority that has been granted us by the order directing us what 
to do. First, this committee is to ascertain why these people are idle; the second 
is: What overall program, if possible, the Government could initiate to alleviate 
that unemployment. What you are discussing here is very important locally, but 
that is a matter of local detail. But it’s something we are not supposed to be 
investigating. 

If you will please confine yourself to the question of what has caused this 
unemployment. I think it is pretty generally shown by now that this flood of 
imported oil is highly responsible for it. Now, secondly, if you have some con- 
erete suggestions, they will be very helpful. Some suggestions as to an overall 
program you want the Government to embark upon. 

Mr. GASSMAN. Mr. Chairman, there are certain suggestions made here by the 
county commissioners on alleviating the overall program if you will let me 
continue. 

RESOLUTION NO. 2 


Be it resolved. upon motion by Milton 8S. Emeigh, seconded by Raymond A. 
Wilker, and unanimously carried, That the County Administration stand ready 
to assist the unemployed by deferring collection of county taxes owed by unem- 
ployed workers and the taxes to be carried on the books at no interest providing 
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the State makes the necessary changes in the State tax laws, which is not 
provided for under the prevent law. 
Hearerr 8S. Bowen, 
Mriron 8S. EMBicH, 
RaYMOND A. WILKER, 
Blair County Commissioners 
Attest: 
ArTuur M. Hess, Clerk 
JANUARY 26, 1955. 


Resolution No. 2 deals with the collection of taxes owed to the city and count) 
by the unemployed workers. 


RESOLUTION NO. 8 


Be it resolved, upon motion by Milton 8. Emeigh, seconded by Raymond A. 
Wilker, and unanimousiy carried, That the County Administration slunu read) 
to help any or all political subdivisions in any manner whatsoever when called 
upon to de so, and agree to appear before any State or Federal agency having 
jurisdiction over any program. 

Herserr 8S. Boor, 

MILTON 8S. EMEIGH, 

RAYMOND A. WILKER, 
Blair County Commissioners. 

Attest: 

ArTHuR M. Hess, Clerk. 

JANUARY 26, 1955. 


Resolution No. 3 deals with the cooperation of the county administration in 
having various State or Federal laws passed on the overall program. This 
resolution was compromised by the one submitted in reference to the reservoirs 
owned by the Pennsylvania Railroad and standing idle in this vicinity which 
could be used for new industries in this area, as the chamber of commerve stated 
that we cannot have new industries in this area unless we have a larger wate: 
supply. 

RESOLUTION NO. 4 


Be it resolwed, upon motion by Milton 8. Bmeigh, seconded by Raymond A. 
Wilker and unanimously carried, That the County Administration stands ready 
to lend its support to the efforts of labor in obtaining assistance for the unem- 
ployed and will cooperate with the State and Federal Governments toward that 
end. If new legislation will be necessary the county will use its influence in 
obtaining such laws as increasing and extending unemployment and pension bene- 
fits at State and Federal levels and necessary changes in the State D. p. a. laws. 


HERBERT S. BOLcer, 
Mixton S, EMEIGH, 
RAYMOND A. WILKER, 
Blair County Commissioners. 
Attest: 


ARTHUR M, Hess, Clerk. 

JANUARY 26, 1955. 

Resolution No. 4 deals with cooperation of the County and City Administration 
in obtaining new legislation for increasing and extending unemployment and 
pension benefits at the State and Federal levels and necessary changes in the 
State DPA. This resolution is to ask for increases in the pension benefits. 

Senator NEELY. Now, what you say, Mr. Witness, is that the pension benefits 
should be increased from such a figure to so much and be paid by the Federal 
Government. 

Mr. GassMAN. Well, it hasn’t been recommended how much, just enough to 
see that the party is able to retire. There are over 1,000 people today who would 
retire but can’t afford to retire and that will leave room for 1,000 new employees 
coming in, that is, younger men who are out on the street. That's part of a pro- 
gram that may help here. 

Also part of the same program, Chamber of Commerce testified more or less 
about the water. Now we know water is necessary for new industry. We know 
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that, but the fact is that the Pennsylvania Railroad owns three reservoirs doing 
nothing, right in the vicinity here. They are not using it because steam locomo- 
tives have been discontinued. We made a suggestion that they rent it to the 
city. Now the city has no money to pay for reservoirs. They are really now 
mortgaging their children’s children in order to pay off a reservoir which they 
are trying to build now. We made a suggestion that the Pennsylvania Railroad 
help by leasing these reservoirs to the city at a sum of about $1 a year on a 
99-year lease, or make some attempt to help out along those lines because they 
have it. 

Senator NEELy. Well now, do you mean by that, that you think the Government 


ought to find some way to compel the Pennsylvania Railroad to do what you 
recommended ? 


Mr. GassMAN. That’s right. 

Senator NreeLty. Well, now we can’t do that. We don’t know of any authority 
that we have to do that. It’s just like asking for authority to compel you to go 
over here and work at some job that you don’t want to do. The Pennsy)l- 
vania Railroad is a corporation organized for certain purposes. I don’t believe 
that you could expect the Government to tell the Pennsylvania Railroad that 
they should lease certain property or anything like that. 

Mr. GAssMAN. It happens to be public lands. It is not being used. 

Senator NEety. Well, sir, you proceed. I would like to have helped you in 
some way I thought would do some good, but you do it the way you want to. 

Mr. GassMAN. I’m sorry, Mr. Chairman. I will go along. 


RESOLUTION NO. 5 


Be it resolved, upon motion by Milton E. Emeigh, seconded by Raymond A. 
Wilker and unanimously carried, That the County Administration recommends 
that the Federal Government set up a public-works program in this area to 
provide constructive jobs for the unemployed. 

HERBERT §. BOLGER, 

Mitton §S. EMEIGH, 

RAYMOND A. WILKER, 
Blair County Commissioners. 
Attest: 


ArTHouR M. Hess, Clerk. 
JANUARY 26, 1955. 


Resolution No. 5 deals with a public-works program to be set up in this area 
by the Federal Government. 

Now here is a resolution dealing with a public-works program to be brought 
in here as soon os possible to help alleviate the unemployment and I think that 
goes to the Federal Government, if I am not mistaken, Senator. 


RESOLUTION NO. 4A 


Be it resolved, upon motion by Raymond A. Wilker, seconded by Milton 8. 
Emeigh and unanimously carried, That the County Administration call upon 
the PRR to cooperate on the unemployment resolutions passed today and to 
begin to bargain collectively, directly with the unions involved, with their un- 
employment problems and as a first step to call all its furloughed workers back to 
their jobs by stepping up to normal, their maintenance program and to keep their 
equipment in first class condition and also to help attract new heavy industries 
into this area, by offering free land sites from its vast unusued land holding, plus 
free sidings for warehouse facilities. 

Hersert §. BoLcer, 
Mixton S. EMEIGH, 
RAyMOND A. WILKER, 
Blair County Commissioners. 
Attest: 


ARTHUR M. Hess, Clerk. 
JANUARY 26, 1955. 


Resolution No. 4a which is actually 6, deals with calling upon the Pennsyl- 
vania Railroad to cooperate on the resolutions passed, and which speaks for itself. 
I also wish to call to this committee’s attention that the above program through 
its resolutions, was passed unanimously by Blair County Commissioners on a 
strict nonpartisan basis, there being 2 Republicans and 1 Democrat. This was 
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done by them after careful study and various meetings, and it is not merely a 
labor program, but a program worked out by Blair County as a whole through 
its commissioners. 

Also, I want to bring out here: I heard Mr. Clugh from the Pennsylvania 
Railroad testify here before. He is the works manager here. He mentioned 
how the Pennsylvania Railroad is trying to alleviate the unemployment situation. 

I also heard the Chamber of Commerce testify how much they are working 
to bring industries here. It is our contention that if the Pennsylvania Railroad 
would really make an effort to bring in industries that they can bring them in 
here. And the proof is here. In their magazine, the Pennsy, they brag how 
they brought the Ford Motor Co. to Cleveland. 

Senator Nre_y. Have you an article there, sir? 

Mr. GASSMAN. Yes. 

Senator NEELY. Well, let’s put that article in the record. 

(The following article from the Pennsy magazine, referred to by Mr. Gassman, 
is as follows:) 


{From the Pennsy magazine, February 1955) 
More or Forp ror THE PRR 


Railroad helps bring massive stamping plant to Walton Hills area. 

On a hot afternoon in June 1953, PRR men from the traffic, operating, and real 
estate departments sat in a Cleveland office debating whether to option 156 
acres of farmland along the railroad a few miles southeast of the city. The 
Ford Motor Co. was considering the farmland as a site for a new plant. But 
no commitments had been made by Ford and several drawbacks to the site 
suggested that none might be made. To option the land with no assurance of 
selling seemed foolhardy to some of those present. 

Nevertheless, the decision that June afternoon was to take an option before 
news of Ford’s interest leaked out and the site’s price skyrocketed. The move 
was a Wise one. For on that land now stand’s Ford’s newly completed “Cleve- 
land Stamping Plant,” a massive 1-story building with 22 production lines that 
stamp out auto parts for shipment to Ford and Mercury assembly plants around 
the country. The plant, when in full operation later this year, will send out 
over the PRR some 125 long-haul carloads daily with an annual gross revenue 
of over $7 million. 

The PRR’s venture paid off for Cleveland, Walton Hills, where the plant is 
located, and other suburban communities. The plant will be one of the largest 
users of sheet steel in the area. It will employ some 2,500 persons with an 
annual payroll exceeding $13,500,000. Taxes from the plant should bring lower 
tax rates for residents of Walton Hills and at the same time help build new 
schools, roads, and sewers for the village. And most important, the plant will 
attract new industries to the area. “Industry breeds industry,” says Ralph 
Ream, PRR industrial agent in Cleveland. “This Ford Plant has opened up a 
whole new area for development.” 

Mr. Ream tends to belittle his share in persuading Ford to locate on the PRR. 
“After all,” he says, “an industrial agent’s job is to locate new industries on the 
railroad.” He gives most of the credit to Dan K. Chase, assistant to the central 
region’s Vice President Appleton. Mr. Chase, in turn, credits the many busi- 
nessmen in Cleveland, who worked with the PRR, “especially the officials of 
the Cleveland Electric Illuminating Co.,” he says. “They were of immeasurable 
help. They knew the plant would benefit Cleveland as well as the railroad.” 

Ralph Ream first learned of Ford’s plan for a new plant “somewhere in north- 
ern Ohio” on May 21, 1953. Within a week he had lined up several sites to 
show Ford officials. (Industrial agents cannot afford to dally, for competition 
among railroads for new industries is keen.) Ford officials liked the tract in 
Walton Hills best. It was only 1314 miles from downtown Cleveland and had, 
as Mr. Ream pointed out, one of the lowest tax rates in the area. The nearby 
residential towns of Bedford and Maple Heights could provide workers. He 
had checked with Walton Hills’ Mayor Virgil D. Allen and found the village 
would welcome Ford. 

Ford’s initial interest prompted Mr. Ream to have made an aerial topographical 
map of the site, which he knew the company’s plant engineers would want, and 
also a “soil bearing test” to determine whether the ground would bear the weight 
of heavy stamping presses. It would. 

The site’s many virtues did not, however, overcome several serious drawbacks. 
Ford wanted its plant accessible to at least two highways. The Walton Hills 
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site fronted on Northfield Road—Ohio’s Route 8—but lacked access to Route 14, 
a few miles to the east. It also lacked water and sewage facilities. Ford hesi- 
tated to buy. 

It was at this doubtful point in the negotiations that the railroad optioned the 
land through George H. P. Lacey, of the law firm of Squires, Sanders & Dempsey, 
the PRR’s Cleveland solicitors: The PRR thus assured the motor company that 
with the price now fixed by option it could get the land at a reasonable cost. 
And the railroad’s willingness to risk an option indicated a confidence that 
drawbacks to the site could be overcome. Ford became decidedly more interested 
as the PRR began resolving all defects. 

The highway problem proved surprisingly easy to settle. County officials, it 
turned out, had been planning for some time to build an east-west connecting 
road between routes 8 and 14, and would be glad, now that a new industry was 
arriving to contribute substantial taxes to start the project promptly. Cleve- 
land’s City Water Department was equally cooperative and, after settling finan- 
cial arrangements with Walton Hills, agreed to extend a 20-inch water line 
to the town line, whence a 16-inch line was laid by the village to the plant site. 
The sewage problem was settled by building a modern disposal plant in Walton 
Hills, through the cooperation of the county commissioners and county sanitary 
engineer of Cuyahoga County. With that decision Ralph Ream’s and Dan Chase's 
weeks of conference with all the officials finally ended. Ford, on September 3, 
agreed to purchase the 110-acre tract, and the railroad conveyed the option with- 
out profit. 

“An excellent piece of work,” Clifford Gildersleeve, of the Cleveland Chamber 
of Commerce, wrote Ralph Ream. “Certainly this new plant will be an asset 
to the Pennsylvania Railroad and to the community. It is a fine feather in your 
cap.” 

Ford was especially pleased with the speed that the site had been made ac- 
ceptable. “They were working against an October 1954 operating date for the 
plant,” says Mr. Chase. ‘They wanted the plant going then so it could be turning 
out parts for the 1955 models.” 

Grading operations began 12 days after the purchase, and PRR men continued 
to give Ford the same swift service. A half mile of spur tracks was swung into 
the site even before the contractor had started work. In the next 12 months 
1,563 carloads of structural steel and of construction material rolled in always on 
schedule. 

“This job was not delayed on account of lost or shopped cars but smoothly 
progressed to final completion,” wrote D. M. Ashe, superintendent of erection for 
Bethlehem Steel in a letter complimenting William Hongosh, clerk at the Harvard 
Avenue freight station, for the way he had helped expedite the work. (“I don’t 
know why he wrote that about me,” says Mr. Hongosh. “It wasn’t just me— 
everybody was on his toes.” 

While the stamping plant was going up the PRR was busy building a 300-car 
eapacity yard adjacent to the plant. And to handle the expedited added traffic 
plans were made to expand Bedford yard and replace hand-operated switches at 
“Maple” with an interlocking operated from “Harvard” tower. These improve- 
ments cost the PRR nearly a million dollars. 

Exactly a year after construction was started the first two outbound loads from 
the new plant left for Long Beach, Calif., and Dallas, Tex. “The PRR received 
the long haul to St. Louis on both cars,” Mr. Ream noted with satisfaction. 

“Right now,” says J. BE. Wightman, Jr., superintendent of the Lake division, 
“we're getting about 40 to 50 loads a day from the plant. They tell us we can 
expect about 125 loads a day when the plant is in full operation. The nicest 
thing revenuewise about the Ford loads is that most of them can be hauled on 
existing trains. Trains that were running below full tonnage now have more 
freight to haul. For instance, we put 22 cars from Ford on FC—1 the other day. 
Before we got the Ford plant that train would have gone out of here with that 
many less cars and that much less revenue. 

“The plant hasn’t meant too much to the Lake division—yet. It’s created 
employment for about 30 men who would have normally been cut off after the ore 
season—several switching crews, yardmasters, car inspectors, oilers, and clerks. 
Ford is important to the Lake division because we hope it’s the first big step in 
bringing new industry to the Cleveland district. Before we got the plant there 
was mostly farmland with no utilities on that part of the railroad. Now we have 
the utilities and it will be a lot easier to locate other industries there. The Ford 
plant has opened up a whole new area for development. It means more business 
for the Pennsylvania and more business for Cleveland. We both gain by it.” 
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Mr. GassMAN. They brag how they brought this industry into Cleveland 
Also, at a meeting with the officers of a transport workers union in Philadelphia, 
the executive vice president of the Pennsylvania Railroad, Mr. Newell, made this 
statement: He feels sorry for the people in Altoona. He knows it is part of their 
problem. His heart bleeds for them. He needs a labor surplus bere because 
there may be a war. I want that for the record. 

I want to go on to say that only about 2 weeks ago under a strike threat by the 
Transport Workers Union was word brought back to Altoona that they were 
farming out certain work to Johnstown to the Bethlehem Steel and other com 
panies throughout the State that rightfully belongs to Altoona. In farming that 
out, they claimed there was a law that they had to bid, and the lowest bid gets it 
We checked with the Bethlehem Steel. Their wages are 30 to 40 cents an hour 
more than the railroad workers get. Since that strike threat, they agreed to 
bring most of their work back. 

I also heard about 1,000 boxcars going to be built here. Just the day before 
election the Pennsylvania Railroad came out with the statement that they are 
going to reemploy 1,000 people in Altoona. And up to the present time we have 
less employed than at that time. I also want to make a statement about the 
Samuel Rea shops I heard so much about. I want the committee to know that the 
Samuel Rea shops is being built on an assembly-line principle. Of course they 
invested money. They expect to get more than that back. On assembly-line 
principle which means less jobs. All the work here from 12th Street Altoona car 
shops is going to be moved to the Samuel Rea shops. It will affect work 
immediately. 

Senator NEELY. Mr. Witness, please let me make it plain. This committee has 
no authority to investigate or to recommend the regulation of the Pennsylvania 
Railroad. The Government has no control over the Pennsylvania Railroad, 
whether it shall have an engine repaired here in Altoona or repaired in Johnstown. 
It has nothing to do with that. 

Mr. GassMAN. Well, you are asking for the cause of it, Senator. You are 
asking what is causing unemployment here, and that is part of the cause. I'm 
just trying to show you what the cause is. 

Senator NEELY. These are causes which the Federal Government has no juris 
diction to remove. I think you can realize that the Federal Government can no 
more tell the Pennsylvania Railroad that it must repair an engine in Altoona 
instead of some other place than it can tell you that you have to work in 
Johnstown instead of working here in Altoona. 

Mr. GAssMAN. Yes; but in Johnstown, and I want to have the reeord clear here, 
when the work went to Johnstown they had to come here for the employees. 

I also want to bring out, Mr. Chairman, that too much stress has been placed 
upon the oil, to stop the oil coming in. In my estimation, it is merely another 
smokescreen. 

Senator NEeLy. You think, then, that there should be no restriction placed on 
this importation of oil? 

Mr. GassMAN. I think on the House Resolution No. 1 that there is enough lee- 
way there to protect the sticken industries. There is plenty of leeway there 
given at these hearings and all to make exceptions for the stricken industries. 
We cannot take away one of our main defensive weapons against communism 
by stopping our aid to the free world. That is most important right now. 
We are spending billions to defend ourselves, and that’s a defensive weapon. 
You have to stop the spread of communism and you can’t spread it by closing 
the doors on a free world. 

Senator Neety. Do you think you can stop it by pauperizing millions of 
American people and starving them to death? 

Mr. GAssMAN. No, I don’t say that, but in that bill, Senator, you will see 
there is leeway there to help the stricken industries—the railroad industry, the 
coal industry, and other stricken industries. It protects those industries that 
should be protected and in that bill there are places to protect them. 
no question about protecting our people. 

Senator NreLy. I assume you are speaking for the CIO now, is that correct? 

Mr. GassMAN. I am speaking here for the CIO local. 

Senator Nre.y. If you go back and read some of the testimony that the CIO 
textile workers have put in this record, you will find that you are not in accord- 
ance with many of the things they said. 

Mr. GassMaAwN. I think Mr. Ruttenberg will answer that. 

Mr. Rutrenererc. I wonder, Mr. Senator, if I might comment on that. 

Senator NkELY. Yes; we shall be glad to hear you, sir. 


There's 
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Mr. Rutrenserc. My name is Stanley Ruttenberg, Director of Education and 
Research in the national CIO. I have appeared before congressional committees 
in connection with the trade issue on many occasions. 

What you say is true about the CIO textile workers appearing before the 
Senate Finance Committee pointing out the seriousness of the textile situation. 

Senator NEeLy. I was speaking about those who appeared before my subcom- 
mittee. I have not read the testimony of those who appeared before the Finance 
Committee, sir. 

Mr. Rurrenserc. On the other hand, the nationai CIO, through James Carey, 
its secretary-treasurer, whom you know, and president of the International 
Union of Electrical Workers, CIO, appeared before the Finance Committee on 
the question of H. R. 1 and there stated the CIO position which was that H. R. 1, 
as passed by the House, should, without amendment, go through the Senate, 
and proposed as a means of getting at the problem of serious unemployment in 
the United States which may grow out of the import situation, proposed support 
for legislation introduced into the Senate by Senator Kennedy, of Massachusetts, 
Senator Humphrey, of Minnesota, and legislation introduced into the House 
of Representatives by Congressman Eberharter, of Pittsburgh, and Congressman 
Harrison Williams, Jr., of New Jersey, Congressman Donohue, of Massachusetts, 
and others. 

This legislation was the means of tackling the very serious problem of unem- 
ployment in the United States resulting from imports. It did not take the 
approach of putting quotas on imports or increasing the duty on imports into 
the United States because of the general position which we have taken over 
the years. It is important to continue international trade but it is also important 
as we continue international trade to do something about the unemployment 
situation in the United States and we think there are ways and means of tackling 
the serious unemployment situation in distressed areas that may be brought 
upon by imports through means other than amendments to H. R. 1 in the form 
of quotas such as yours on residual fuel oil, and others which proposed exemp- 
tion of certain industries. I would be glad to go into the details of that specific 
program if you care to have me do so. 

Senator Neety. I’m sorry, sir, we can’t do that today, but I shall be glad to 
hear it over at Washington because we are going to continue there, but this is 
the only day that could be set aside in Pennsylvania and we have already given 
you more time here than I expected to give to my own State of West Virginia. 

Mr. RuTTENBERG. We will appear before your committee next week, then, 
if that is satisfactory. 

Senator Nrety. We will be glad to hear you. Now, Congressman, we will 
give you 5 more minutes for one more witness if he can limit his time to that. 

Representative VAN ZANpT. Mr. Chairman, I would like to introduce Mr. John 
Horon, vice chairman, United Labor Council of Blair County, and Mr. C. B. 
Crumm, representing the Brotherhood of Railroad Trainmen, Altoona, Pa. They 
have a prepared statement which I am sure they will digest to save time. 


JOINT STATEMENT SUBMITTED BY C. B. CRUMM, PRESIDENT OF UNITED LABOR CoUNCIL 
oF BLAIR COUNTY, AND JOHN Horon, VICE PRESIDENT 


As I. C. B. Crumm, legislative representative of the Brotherhood of Railroad 
Trainmen Lodge No. 174, and John Horon, divisional chairman of United Rail- 
road Division, TWU-CIO, Local 2007, we have lived with the unemployment 
a which exist and have existed for over a year and a half here in Blair 

ounty. 

We have watched and helped to set up the surplus food distribution and even 
had a hand in forcing reluctant citizens into accepting and forming a compre- 
hensive program for distribution of same. 

We think, and this is our own conviction, that while this community has 
experienced seasonal and periodic unemployment due to furloughs and layoffs of 
the Pennsylvania Railroad, this is without a doubt the most flagrant violation 
of an obligation that we have ever experienced personally. The PRR has con- 
ditioned the workers of Altoona for this experience which they now enjoy to the 
detriment of their health and welfare; both to themselves and families. Unem- 
ployment breeds crime, disease, and general unhealthful conditions. Of this the 
PRR is blissfully ignorant. Why? Because of the diversified interests of higher 
officials, they are interested in any and everything, but the health and welfare 
of the railroad and its workers. The reason we state this is from our own 
experiences and also due to the fact that the Grand President Brother W. P. 
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Kennedy, of the Brotherhood of Railroad Trainmen, stated “that while we don't 
own the railroads, we can and do have the right to talk and complain of the sloppy 
management which creates these conditions.” By diversified interests, we state 
at this time there is something wrong with a concern who can purchase a com- 
modity cheaper by several hundred dollars than they can make it themselves, 
when they have the means and qualified mechanics with the machines to make it 
in their own shops. 

At the recent negotiations which the CIO had with management, one statement 
sticks in our memories which was made by a high-ranking official of the PRR. 
He was talking to his own people on management of the Altoona Works, “You 
should not have put the work out for bid, then the Johnstown firm would not 
have underbid Altoona Works by $600 on a $10,000 order.” 

This to our mind is an example of flagrant violation of obligation. The obli- 
gation we refer to is this. In years gone by the Pennsylvania Railroad sponsored 
and underwrote the purchase of real property. In other words, they promoted 
the idea to their loyal workers of buying a home, for what more logical reason 
than that a stationary employee is much more desirable than a transient one 
for the reason that he will stand more abuse and for the reason that he is a home 
owner, he is not apt to pick trouble with conditions, because a man who goes 
to the trouble of purchasing a home is a different breed than one who is just 
passing through from jeb to job. By this we do not mean he is a better worker, 
but he will stand more abuse because of the home and the roots he has acquired. 
The company, therefore, and with much foresight promoted this then for two 
reasons. (1) He would stay. (2) It would create a labor surplus or a backlog 
of qualified personnel upon which to draw. This has held up when our mechanics 
have applied elsewhere for work, they have been found to possess a very high 
degree of qualification in connection with their individual class and craft. 
Also this has been very economical to the PRR in that they have never paid 
standard-scale wages. They always were from $1 to $1.50 under scale. 

The sloppy management we refer to is in the monthly magazine, “Pennsy,” 
which stated what a good train the WCI or West Coast Clipper was, and how it 
would deliver preference freight on time. From our own experience we have 
observed how it meets schedule. On March 26, 1955, we were called in Enola to 
bring it west to Altoona over the middle division, we had a total of 126 cars, 95 
loads and 31 empties, tonnage 5,560, with three units of diesel to haul. The dis- 
patcher at View asked our engineman if he would make schedule and he stated he 
would try, and he did. The running time on the middle division is 3 hours for 
the WCI. The results were that we were so overloaded that it took us 4 hours 
to make the schedule, making the train 1 hour late. On another occasion, Feb- 
ruary 26, we had the same train with 30-some WCI block and 100 empties tacked 
on the rear end, and it took us 9 hours and 50 minutes. We realize there are 
failures, but so many make a man wonder. The same holds true of the new 
truck train which was to be a solid trailer, flatear train, now you see from 1 to 
18 piggybacks and.from 60 to 90 of something else. The consequences being a 
long and cumbersome train, and if you have trouble along the way you have to 
wait for help. Many, many times you cannot see the rear end of your train 
except on long gradual curves even in daylight ; this again is very hazardous, both 
to equipment, men, and traveling public. 

For damage on a fast freight due to haphazard inspections at terminals results 
in quick and costly damage. Again the loss in crews is due to decline in business 
because the PRR doesn’t seem to want business nor seem to try to maintain it 
once it has it. Also, due to long and hazardous trains many crews are not 
needed because they hold one preference train for another, then double both. 
This needless waste of time is a contributing factor to the loss of business. An- 
other factor which seems to retard movement over our division can be remedied, 
we feel sure, if the PRR would stop cutting down on power and adding tonnage 
over the hauling power of the engine. For instance, while the diesel is much 
more economical and seems to be stronger (something for which we are not 
qualified to answer) the management has too many loose ends. In the hauling 
of trains from Philadelphia division to middle division, the tonnage is too great 
for the power. It seems that while they are getting rid of freight on one division, 
they are imposing a hardship on another. There are many things that could 
be contributed to added business on the PRR, and like the union presidents, we 
think a board from labor and management should be set up to study this for the 
good of both. 

The diesel has cut down on crews both in the Altoona yard, where we have 
lost 8 crews of 5 men each or 40 men; in the car shop, 3 crews of 5 each, or 15 men. 
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Due directly to loss of business the car shops lost 13 crews of 5 men each, or 65 
men. Also due to decline in business and dieselization, at Osceola Mills there 
were 19 steam engines, there are now 5 diesels doing the work. 


MEMBERSHIP REPORT FROM LODGE NO. 174 


As of March 26, 1955, total membership, 891: 
5 out of service furloughed. 
19 out of srevice maintain membership. 
5 military service. 
198 retired. 
670 working members ; 111 men still furloughed. 
20 men, without families, furloughed. 
60 men, with families, no benefits, did not work long enough. 
May year ago, 234 men furloughed. 


First furlough: 


234 brakemen and 6 switchmen. 


Sept. 1, 25 brakemen, 2 switchmen. 
Jan. 1, 1955 28 brakemen, 2 switchmen to run motorcars. 


89 brakemen and 4 switchmen. 


Membership report of local 2007, United Railroad Division, TWU-CIO. 
Prior to layoffs in December 1952, 1,400 members. 


Furloughed on the middle division : Employees 


Recalled 213 employees in 1955, effective April 1, 1955, 66 furloughed. 

If management could be required to do their work in which car inspectors on 
the division are required to shop cars as prescribed in the AAR book; manage- 
ment requires car inspectors to make proper inspections upon freight cars. For 
an example, two car inspectors working second trick at Eastbound Yard at 
Altoona, Pa., shopped 210 bona fide shop cars in a period of 30 working days. 
Management placed W. R. Ketrow, gang foreman, special, to follow the two car 
inspectors and have him remove placed shop cars in which he takes the respon- 
sibility of the cars to get the train off of the Middle Division. In that 30-day 
period, the gang foreman, out of 210 shop cars pulled 200 bona fide shop cars 
which should have been repaired before taking over the division. Management 
violates ICC regulations which is required by law and bona fide defects. On 
March 24, 1955, at 5 p. m., car inspectors shopped car No. 119-CSX for over date 
in the Altoona Yards for air brakes which were beyond 36 months; by orders of 
S. W. Shirley, master mechanic, to the gang foreman to pull all shop cars on 
over date and leave them go through. The ICC knows of this condition but 
nothing is ever done about it. 

Our largest conclusion can be drawn from the fact that our men were recalled 
to service because our older men are retiring and due to the large gap between 
the men hired in 1926 and not again until 1941. We also conclude that the 
major injuries have decreased due to experience or time spent on the job, and 
familiarity with the existing conditions. Twenty percent of our recalled men 
do not return because they feel that working elsewhere there is more security 
in their jobs and will not take the risk of returning because of the insecurity 
here. 

Due to vacation, retirement, and the 5-day week, these recalls were made 
possible. Retirement occurs December and January and then again in June 
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and July. The discrepancies in figures is due to the fact that men furloughed 
on a recall do not respond, and also due to men quitting and going elsewhere. 

Our recommendation to alleviate the situation here is this: The close associa- 
tion between coal and the railroads hauling of coal, this would be an ideal loca- 
tion for some industry which manufactures materials out of coal. This would 
relieve two situations for which the Government is seeking a solution. The field 
of coal byproducts in heavy industry would be ideal for Altoona and Blair 
Counties. 

Increase the pension to where it would be an incentive for a man to retire, 
along with a reduction in age to a possible 60 years, or 30 years’ service. The 
solution is not in the small industries which employ women and children, while 
the head of the family sits at home. 

The United Labor Council of Blair County, consisting of AFL, CIO and the 
Brotherhood of Railroad Trainmen, presented a petition to Dr. A. 8. Flemming, 
Director of Defense Mobilization, on October 19, 1954, which contained 7,000 
signatures. He referred to certain laws which were passed in the last session 
of Congress for state of emergency, that the railroad companies were inadequate 
to haul the freight. Therefore, in distressed area No. 4, concerning Altoona, 
Pa., and surrounding areas, management could build new cars and do heavy 
repairs in their own shops, and Federal Government would give a writeoff on 
taxes, but instead management farms out their work to ouside industries. In 
conclusion, we hope the Federal Government will look into our needy problems 
in this area and arrange to send us more surplus foods for the needy families. 

Senator NeeLy. You can depend upon our lending any cooperation that is 
within our power. This hearing is now adjourned. 

Representative Van Zanpr. Mr. Chairman, I want to record the presence of 
Mr. Sam Kettering, member of the executive committee of Armstrong County 
Democratic Party ; and Mr. George S. Martin, president of B. of L. F. & E. Altoona 
Lodge 287, who would like to have his statement inserted in the record. 

I would like to have the record show that Mr. F. R. McGlinsey, president 
of B. of L. E. No. 730 of Altoona, Pa., and Mr. W. A. Shaffer, president of 
B. of L. E. of Altoona, have requested permission that each of them be permitted 
to insert a statement at a later date. 

Senator NEgty. So ordered. 


STATEMENT OF GEeorGE S. MARTIN, ALTOONA, Pa., Presmpent or Lopoce No. 287, 
B. or L. F. & E. 


Mr. Martin. To members of committee on unemployed of Altoona, Pa., also 
interested parties. 

In regards to your request for the following information, namely the effects 
that the transformation from steam to diesel power in this area has had upon our 
middle division, and Pittsburgh division firemen in engine service. Middle di- 
vision breakdown as follows: 

1. We have approximately 177 firemen furloughed at the present time. All of 
these men have been, furloughed for a period of about 12 to 15 months. 

2. The following are crews which were called for service daily during normal 
times but have been abolished due to the use of diesels and fall-off in business. 


Road peddling crews—38 used to be called daily. 
Yard peddling crews—at least 6 used daily. 
Protect crews—3 daily. 

Yard ex. engine crews—3 or more abolished. 

No. 102 crew—abolished. 

No. 304 crew—1 of 2 Bedford locals abolished. 
Protect crews—2 at Hollidaysburg abolished. 
Petersburg local—daylight crew abolished. 

W. J. Snapper—used to be 2, each trick every 24 hours. 
Coal wharf shifter—3 crews abolished. 

East bd. repair yard—4 crews abolished. 
Seales—4 crews abolished. 

Transfer and warehouse—3 crews abolished. 
W. H.—1 crew abolished. 

Farm—6 crews abolished. 

Rose—6 crews abolished. 

Cabin Shifter E. A. Rose—2 crews abolished. 
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Hostler jobs abolished are as follows: 
6—24th Street. 
6—Works. 
9—Locomotive finishing shop. 
3—Crews on dinky at locomotive finishing shop. 
1—Crew at 12th Street machine shop. 
6—Hostler jobs abolished at inspection pit. 
4—Hostler jobs abolished at ash pit. 
14—Rundown jobs abolished. 
12 to 15 called out extra are not used any more. 
38—House jobs abolished. 
3—Hostler jobs at Huntingdon abolished. 
2—Hostler jobs at Tyrone. 
3—Protect crews at Huntingdon abolished. 
8—Protect crews at Lewistown abolished. 
2—W. B. helpers at Tyrone abolished. 
These jobs being abolished or not called any more resulted in the loss of work 
for 196 men which we formerly had for our men. 
Pittsburgh division breakdown as follows: 
1. We have approximately 265 firemen furloughed at the present time. 
2. All these men have been furloughed for a period of about 12 to 20 months. 


The following is a picture of condition now as compared with normal times 
with no diesel engine. 


Altoona Pitcairn pool crews . ah 
Altoona Barnesboro pool crews--.---.---..------- sol eke i 

Altoona general pool crews 

elem ecomnnmemsicho ate oat 
Altoona passenger helpers 

Altoona passenger firemen 


Altoon firemen on the Pittsburgh division have seniority on the entire divi- 
sion; namely, Altoona, Cresson, South Fork, Conemaugh, Derry, Pitcairn, and 
Pittsburgh. The number of assignments lost over the division is approximately 
250, if were working would mean 500 men. 

Mr. Sartor. The next witness is Mr. Delroy Wurster, who is the 
Secretary of the Greater Johnstown Chamber of Commerce. 


STATEMENT OF DELROY F. WURSTER, EXECUTIVE SECRETARY, 
GREATER JOHNSTOWN CHAMBER OF COMMERCE 


Mr. Wourster. Senator Neely, Congressman Saylor, gentlemen, my 
testimony will be confined mostly to the metropolitan area of Johns- 
town and the Greater Johnstown area. 

In my testimony, I have submitted a chart that was furnished to 
me by the Pennsylvania State Employment Service which will indi- 
cate to you the trend of the unemployment situation for the past 5 
years. This shows the important labor market data for the Johns- 


town metropolitan area, comprising all of Cambria and Somerset 
Counties, Pennsylvania. 
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(The matter referred to follows :) 


—_ Percent change from January 


Women| uary a yee 
19.45 


v5 ws 1953 | 1952 | 1951 


Labor force il ‘ : amen sedahe 22, 400 
Employed __-_. : ass 20, 900 | 
Manufacturing _- Sikes | 5,200 
Metals ; -_ 200 | 
Apparel___. 2 did 4,150 | 
Nonms anufacturing. ; ; 15, 700 
Mining. --.-. 150 | 
yee Oe Mina dit 6, 050 
Construction ___ sachs ; » ‘ | 
Unemployed erty | 1,500} | 
Percent of labor force idle____- 7 oe 
| 


In studying this chart, you will find that there are several conclu- 
sions, and they have been given here several times this morning. 

One is that our labor force is declining in the area prim: rily be- 
cause of the necessity to out-migrate to areas for job opportunities, and 
even our unemployment ratios have been above 6 percent since about 
1952. The metals industry has not yet reached its peak, and with the 
concerns running at almost top speed, we still have well over 6 percent 
unemployment. 

These figures will show you that mining, of course, has been respon- 
sible for a great deal of the decline. There is one very interesting 
observation here that in 1951 there was some 21,000 miners in the 
metropolitan area. Today there are some 12,000, a terrific drop— 
about 42 percent. 

In going over this, we find that there is unemployment in all classi- 
fications of industry that we have in the area, and we feel that the 
answer to our problem, or some of the answer, at least, is new jobs 
created. 

I have tried to give you a picture of what the chamber of commerce 
in Johnstown and the industrial development groups in various areas 
have been doing. I have tried to emphasize that they haven’t been 
sitting just waiting and hoping for something to happen; that they 
have been working. Many of them have raised substantial funds in 
which to promote their communities. 

They have all—or most of them—have brought in some types of 
industry into their area, large or small. We, in ‘the past 4 or 5 years, 
have brought in 4 or 5 moderate-size industri ies, both male and female 
employment. 

Senator Neety. Mr. Wurster, have you found it impossible for your 
community to supply the capital necessary to establish new plants 
without assistance from the Federal Government ? 

Mr. Wursrer. Yes, sir. I was coming to that. 

Johnstown and the area that is served by Johnstown, or the imme- 
diate Johnstown area that we call probably a radius of 30 or 35 miles, 
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have no buildings of any size of any quality. We have buildings, but 
the cost to remodel them, to get them in shape for industrial people, 
would be prohibitive. 

New industry coming in for an expansion, or an expansion program 
into a new location, demands modern, up-to-date buildings, so that 
their operation can be carried on at the most efficient point. 

I have a suggestion to make to you, sir, that in your efforts with this 
bill, and so on, that you would try to develop something whereby you 
could encourage Federal regulations to stipulate or say that an order 
for companies working on Federal Government orders that have ex- 
pansion programs in mind, to expand in the distressed areas. 

Johnstown, of course, has a great many things to offer, as has been 
stated here before this morning—that we have the coal; we have the 
labor; we have good water; we have good labor, and we have good 
transportatioi.. 

Senator Neriy. And all you are asking is an opportunity to have 
your people employed. : 

Mr. Worster. That is right. That is all we wanted. There are 
several other things I would like to get in here. I am not sure that 
it isn’t something that might come under State regulations, too, but 
I would like to get them in. 

There are several suggestions for immediate relief here, and I feel 
that this area, the metropolitan area, and it would affect Indiana 
County and up into Kittanning, and so on—that is, a highway system 
connecting us with the Pennsylvania Turnpike and some of the main 
arteries. 

Such a thing would develop thousands of acres of industrial build- 
ing sites that today you can hardly get tothem. Another is because of 
our water facilities here and the availability of water her, if the 
some facilities could be enlarged, it would be an important item 
1ere. 

We have reasonably good facilities at the present time, and all of 
them, as I understand have been built so that they could be expanded. 
In these mountains, it would seem to me an ideal place for a defense 
operation, and chemical operations and research laboratories. 

The necessary copies of my testimony have been given to your 
clerk, sir. I appreciate the opportunity of coming here and wish 
you all the success. 

Senator Neely, thank you. 

orate trends over the years, these conclusions are obvious: 

(1) our labor force is declining, primarily because of the necessity 
to out-migrate to areas of job ee 

(2) Unemployment ratios have been above 6 percent since 1952. 

(3) The metals industry has not yet reached its 1952 peak. 

(4) Apparel manufacturing has been steadily gaining. 

(5) The substantial decline in mining is responsible ter the larg- 
est part of the area’s unemployment and downward employment trend. 

From December to January, employment dropped seasonally 1.8 
percent. Manufacturing employment gained 0.7 Primarily metals 
was up 0.8 percent; fabricated metals, 6.2 percent, and miscellaneous 
manufacturing 25 percent. Partially offsetting this was a 6.2-percent 
decline in brick manufacturing. 

Seasonal losses occurred in retail trade, Government and construc- 
tion, wh.le there was a slight gain in mining. Currently, 10.1 per- 
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cent of our labor force are idle, compared to 9.4 percent in mid-Decem- 
ber. 

The outlook for the immediate future is encouraging. Reporting 
tirms indicate that employment expansion will occur in every area 
industry ne food processing and utilities. This expected gain in 
work forces should result in a substantial improvement in unemploy- 
ment. In short, employment is expected to be 1.5 percent higher by 
mid-March and the total of the idle should drop to about 8.7 percent 
of our Jabor force. 

For May 1954, employment is expected to be 2.6 percent higher 
than January 15, 1956 levels. Unemployment ratio will drop to 5.1. 

The above information was furnished by the Pennsylvania Unem 
ployment Service, 239 Main Street, Johnstown, Pa. Unemployment 
is present in all classes of industry. 

‘rom all indications, according to the unemployment records for 
the last 5 years, unemployment will always be high in this area. The 
only answer is an extreme emergency such as a war, when potential 
labor is drawn out of the area or the creation of brand new jobs, 
through new industry in the area. 

Creating new jobs costs money. There are costs involved in pro- 
motion, administration, acquisition of new building sites, cost of in- 
stalling utilities, such as sewer, gas, water, and power. Every manu- 
facturer today wants a modern, up-to-date l-story building. To meet 
a everything must be built as convenient and efficient as 
possibdie, 

A very plain industrial manufacturing building in the Greater 
Johnstown area costs roughly from $6 to $6.50 per square foot to 
build. If it is necessary to run water and gas lines, additional costs of 
$5 — running foot is added. 

good portion of our building sites are located away from gas and 
water lines, so that a costly outlay of cash is necessary to service a 
great many of these sites. 

The Greater Johnstown area has very few modern, up-to-date build- 
ings available of any size. There is one with approximately 7,000 
square feet designed for a warehouse that could be adapted for a smal! 
a There is one with approximately 29,000 square feet that would 
end itself to heavy industry. 

There is one building containing approximately 45,000 square feet 
on three floors that woudd lend itself to light industry. There are 
several other buildings available, but the cost of putting them in con- 
dition is almost prohibitive. 

Johnstown business and industry has always provided necessary 
money to help industries become established in this area. The most 
recent project was raising $125,000 in cash in 1954 and 1955 to pro- 
vide land for the Commonwealth of Pennsylvania on which to build 
a vocational rehabilitation center. Ground was broken February 1. 

In the past years, the Chamber of Commerce and industrial de- 
velopment group have been instrumental in helping firms such as 
Brooklyn Hospital Equipment Co., Bestform Foundations, Goldstein 
& Levin and Bali Bra become established in Johnstown. 

It is the contention of the Industrial Development Committee that 
our own local established industries be given service when necessary. 
The committee is presently working with four local industries that 
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are planning expansion programs. Progress is being made with all 
four concerns and in the very near future developments will be so 
that these expansions will be announced. 

The Greater Johnstown Chamber of Commerce is equipped to do 
the necessary survey work—filing of data on buildings ar building 
sites of the Greater Johnstown area, and prepared to solicit prospects 
and make the necessary contacts. We have at present in our files in- 
formation and statistics on approximately 40 buildings and building 
sites in this area. 

We are hoping to exchange data with other industrial groups in the 
area, with the idea in mind that what helps our area helps Johnstown, 
and vice versa. 

The Industrial Development Committee of the Greater Johnstown 
Chamber of Commerce is constantly working to solicit prospects, con- 
tacting those making inquiries, and gathering information and supply- 
ing same to interested parties. 

Bill S. 2663 will help relieve some financial burdens to depressed 
business areas which are already suffering because of high unem- 
ployment. The provision for industrial construction loans—section 
8—is directly important. 

Rapid tax writeoffs to all new industrial facilities to be located in 
distressed areas” should help attract new industries. Other sec- 
tions of this bill, such as assistance to public facilities, vocational 
training, unemployment compensation, and surplus food supplies, ap- 
pear to be designed to relieve immediate needs in “distressed areas.” 

There are also several other things that should be done that would 
serve as immediate relief to this area. 

1. Building an adequate highway system that would make Johns- 
town and surrounding communities more easily accessible to the 
Pennsylvania Turnpike, thereby making the available land sites more 
desirable because of their accessibility to main highways. 

2. Develop larger water storage facilities in this area. This would 
help make the area more attractive to the chemical industries and other 
industries having need for a large quantity of water. Both of these 
projects would supply immediate relief in their construction. 

The construction of either or both of these projects could well add 
to the improvement of the use of one of our natural resources— 
namely, coal. 

Industrial development is a slow business. To give immediate 
relief, these projects would help relieve immediate need and con- 
tribute a definite benefit to the entire area. 

Mr. Saytor. The next witness is Mr. Stewart G. Neel, who is the 


executive vice president of the Fayette County Development Council. 
Mr. Neel? 


coe 


STATEMENT OF STEWART G. NEEL, EXECUTIVE VICE PRESIDENT, 
FAYETTE COUNTY DEVELOPMENT COUNCIL, UNIONTOWN, PA. 


Mr. Nerv. Senator Neely, Congressman Saylor, I am the executive 
vice president of the Fayette County Development Council, which 
is a Civic organization in one of the counties adjoining West Virginia, 
with over 600 business and individual members. 

Fayette County covers 800 square miles, and we have 185,000 popu- 
lation. Our total civilian labor force contains 60,000. 
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Unemployment is a serious problem in Fayette County, and has 
been for the last 6 years. During that time, unemployment has never 
been less than 10 percent, or 6,000 people, and has been as high as 23 
percent, or 13,500. 

To point up the situation, here is a table showing the decrease in 
employment in bituminous coal mining in Fayette County during the 
last 8 years. Beginning January 1, 1948 there were 13,754 men em- 
ployed in the mines, and then on January Ist each year thereafter, 
the figure declined to 12,437, 11,767, 10,628, 9,154, 8,220, 5,600, 4,900. 
and 3,700. 

That is a loss of 10,054 jobs in 8 years. Unemployment currently 
is 13 percent, or about 8,800 people. It would be much higher, except 
for the fact that about 15,000 people have left the county, lowering 
our total population from 200,000 to 185,000, and at the present time, 
according to the Pennsylvania State Employment Service, there are 
over 11,000 people commuting to jobs, mostly in the Pittsburgh dis- 
trict, some of them traveling as much as 80 miles a day. 

Now, our unemployment is due mainly to increasing mechanization 
in bituminous coal mining, and also to the final closing of several 
large mines due to the depletion of the Pittsburgh seam of coal. 

This loss of 10,000 jobs in 8 years, with the simultaneous removal 
of coal lands from the tax rolls of Fayette County, has created serious 
financial problems for all levels of local governments—counties, town- 
ships, cities, boroughs, and school districts, and I am giving you this 
information because I think it is fairly typical of what has happened 
in both the hard and soft coal areas of Pennsylvania. 

Fayette County has taken a heavy toll from the Pennsylvania State 
Unemployment Compensation fund. Our people received $7,831,000 
in 1954. It has a high percentage of population receiving public 
assistance. 12,497 people received $3,328,000 in 1954, which is about 
seven percent of the population. 

The Commonwealth of Pennsylvania is currently paying about 70 
percent of the total cost of maintaining public schools. State aid 
amounted to $6,853,000 in the last school year. Counting only these 
three items, Fayette County received over $18 million in aid in 1 year. 
The people of Fayette County are painfully aware of these facts, 
and they have taken steps which will eventually solve some of the 
problems, and we sincerely hope that our continuing efforts, with 
State and Federal help will enable us again to build a sound economy 
and pay our own way. 

Here are some examples of what we are doing to help ourselves. 
The county commissioners in 1952 authorized a complete mapping 
and reassessment program for the 85,000 properties which abt up 
our tax rolls in Fayette County. This program will be completed 
this year at a cost of over $400,000 in time for the new assessments and 
tax rates to take effect January 1, 1957. 

The Fayette County Planning Commission was named only last 
week with broad authority to plan and direct the future development 
of the county, and in 1954, the Fayette County Redevelopment Au- 
thority was reorganized, and it is working with cities and boroughs 
to effect slum clearance and redevelopment of blighted areas. 

The first project to cost upwards of $800,000 has already received 
both State and Federal approval and funds have been set aside in 
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both places. Local planning commissions are becoming active. 
Uniontown has contracted this year for a master city plan and Con- 
nellisville and Brown§&ville are considering the step in the near future. 
Citizen action has been expressed through formation of the Fayette 
County Development Council last year, and through local industrial 
corporations in Uniontown, Connellsville, Brownsville, Masontown, 
al Point Marion. 

Through the efforts of these groups, in the last 4 years we have 
raised $450,000, purchased and developed land, and financed the con- 
struction of industrial buildings. 

A few hundred jobs have been created in this manner, but we have 
steadily lost ground because of the far greater loss of jobs due to 
the permanent closing of several mines. The need for local commu- 
nity action is well recognized, and our people are aware of the job 
to be done. 

Our effectiveness and the extent of our efforts have been limited 
by several factors, and among these are a (1) limit on community 
funds that are available. You can only get so much money from the 
people at home. (2) A complete lack of modern industrial buildings. 
(3) Facilities for vocational training and job retraining are inade- 
quate or, in some parts of the county, nonexistent. (4) Also, we have 
encountered intense competition for new industries on a State and 
national basis. Surely, you gentlemen know that almost every city 
in the United States now has an industrial development program. 
Even areas with excellent employment and diversification are seeking 
to keep their industries and to improve their position through land 
development and building and modernization programs. 

This includes the practice in some States of pledging the full faith 
and credit of political subdivisions in the construction of industrial 
buildings available on long-term leases at low rental. 

In Pennsylvania, we cannot legally compete on this basis. The 
Commonwealth of Pennsylvania has recognized the plight of Fayette 
County and other distressed areas by advancing a legislative program 
in the current session of the General Sa is includes a $1 
million matching fund to keep local action groups going, a $5 mil- 
lion fund for a State industrial authority to make loans to commu- 
nity groups, a $5 million fund for urban redevelopment, a $400,000 
fund for geological and mineral surveys, and a $500,000 fund for 
research into new markets and new uses for coal. 

We expect significant help from this program if it is approved. 
With this background statement, I would like to proceed to consider- 
ation of S. 2663, also known as the Douglas distressed areas bill. 

We recognize and applaud the high aims of this proposed legisla- 
tion. We will not attempt to discuss all of the provisions of the bill, 
but with your permission, the Fayette County Development Council 
would like to express views based on our own experience which rates 
the effectiveness and importance of the main provisions of the Douglas 
Bill in the following order: 

No. 1—Tax writeoff: This could easily be the most important fea- 
ture. If possible, we would Smee that any mining, manufac- 
turing or processing industry receive a 50 percent fast tax amortiza- 
tion for new and additional facililties constructed at their own ex- 
pense to increase employment in distressed areas. 
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If this is not feasible, we would then recommend a significant in- 
crease in the percentage of fast tax amortization available to indus- 
tries constructing facilities under one of the open expansion goals as 
established and defined by the Office of Defense Mobilization. Some- 
thing like 30 percent of additional fast tax amortization for locating 
in distressed areas would have enough value to affect the location 
decision of a company. 

No. 2 in importance is loans to community groups. Now, in order 
for this provision to be effective in relieving employment, we believe 
that loan provisions should cover up to two-thirds of the cost of any 
worthwhile community building project which qualifies under other 
terms of the act. 

We don’t believe that loans should be contingent on the failure of 
the community to finance the project in some conventional manner, 
lest Federal funds become a last recourse in financing buildings for 
questionable and marginal companies. To put it another way, we 
don’t want to fill up our distressed areas with cats and dogs. An even 
better solution in our opinion is that the Distressed Areas Adminis- 
tration guarantee up to two-thirds of the mortgage loan in the same 
manner that the Veterans Administration guarantees loans on homes 
for veterans, 

If this latter policy is followed, there would be no need for a $100 
million Federal fund, but a much smaller fund for administration and 
to cover — defaults on payments. 

We believe that Distressed Areas Administration loan guarantees 


would serve the desired pu as well as a direct loan, and besides 
being much simpler and easier to handle, it would place administra- 
tion and responsibility on the local committee where it belongs. 


No. 3—Public facilities assistance: We visualize a real need for 
additional public facilities in Fayette County which would qualify 
under this provision of the act. We mentioned earlier the need for 
vocational training schools and equipment. We can also mention 
without any research a need for funds to reclaim extensive areas of 
the county which have been despoiled by mining, strip mining, and 
beehive coke operations. 

We can also cite needs for funds in urban redevelopment, sewerage 
disposal, public buildings, and other fields where the supply of funds 
from departments and agencies of State and Federal Government will, 
in all probability, be inadequate or unavailable. 

No. 4—Vocational training: We would like to suggest that existing 
programs to provide retraining in distressed areas become easier to 
establish ; that training programs for both new industries and existing 
industries should qualify and that supplementary unemployment com- 
— payments should be made to trainees for not more than 15 
weeks. 

No. 5—Information and technical assistance: This can be of con- 
siderable value to our planning and industrial development program. 

For example, right now we would like to have technical assistance 
on mapping, on geological and mineral surveys, and on a labor skill 
and wage rate analysis covering our existing labor force. 

No, 6—Procurement: We suggest that policies relating to procure- 
ment of supplies in distressed areas be more clearly established, so 
that a malt percentage of the tremendous purchases of supplies and 
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services by the Federal Government shall be directed, rather than per- 
mittted, from suppliers in areas of economic distress. 

No. 7—We nan the ideas of supplementary unemployment com- 
pensation payments and the distribution of surplus s, but feel 
that they are temporary measures for the alleviation of individual 
distress and contribute httle toward the solution of the basic problem 
of unemployment. 

Now, the provisions of S. 2663 reviewed above, plus the economic- 
aid program of the Commonwealth of Pennsylvania for relief of dis- 
tressed areas, hold promise of substantial help, and Fayette County is 
going to welcome this ass 8 ; 

But in closing, I would like to reemphasize that we in Fayette 
County are fully aware of our problems and responsibilities and feel 
that we are making progress in the long-term solution of these 
problems. 

I appreciate the opportunity you have given me to express the 
opinions of the council on the Douglas distressed areas bill. Perhaps 
some of our suggestions must await the emergence of a distressed areas 
administration when they will be spelled out in operating an admin- 
istrative policy, but other suggestions, if accepted, would require 
amendments to S. 2663 as it is now written. 

Thank you again for this opportunity to express our views. 

Senator Neety. Thank you. 

Off the record. 

(Discussion off the record.) 

Senator Nee.y. The reporter is requested to insert at this point in 
the record the following telegram which has just been delivered to me 
from the distinguished Congressman Van Zandt. 

It is addressed to me. 

(The telegram referred to follows :) 

Regret my inability at this time to join you again in studying the unemploy- 
ment problem in certain areas of Pennsylvania. You will recall that last year 
in my testimony before the Neely subcommittee at Altoona, and later before the 
same committee in Washington, I gave detailed information regarding the unem- 
ployment situation in central Pennsylvania, which was corroborated by over 
a score of other witnesses. 

Since the Altoona hearing held at my request by your committee last year, 
according to the United States Department of Labor, economic conditions in 
my congressional district have shown marked improvement as unemployment 
has dropped from 18 percent to slightly less than 6 percent, 

This information and all other available information was furnished the 
Douglas subcommittee of the United States Senate when I recently appeared 
before it here in Washington and testified in support of legislation for labor 
surplus areas which I feel should be enacted as permanent legislation to guard 


against a repetition of the unemployment experienced the past several years, 
particularly in the coal and railroad industries. 

Improvement in economic conditions in my congressional district stems from 
upturn of business in coal and railroad industries, as well as new industries 
hog have resulted from community effort to diversify industrial economy of 
the area. 

In addition to the support I am giving the Senate legislation on the subject, 
I am endeavoring to secure hearings on similar legislation in the House, includ- 
ing my own bill. Favorable action on the part of both Houses of Congress, in 
my opinion, is justified at the earliest possible date. 

Kindest personal regards, 

JAMEs E. VAN ZANDT, 
Member of Congress, 
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We thank Congressman Van Zandt, and are sorry that he could not 
be with us today. 

Mr. Sartor. Mr, Chairman, at this time I would like to ask permis- 
sion that Cecil Leberknight, who is the president of the Cambria 
County Association of Boroughs, be permitted to just make a short 
statement. 

Senator Neery. All right. Mr. Leberknight, please proceed. 


STATMENT OF CECIL K. LEBERKNIGHT, PRESIDENT, CAMBRIA 
COUNTY BOROUGHS ASSOCIATION 


Mr. Leserknicur. Senator Neely, Congressman Saylor, gentle- 
men: My remarks will be brief. I have no prepared statement other 
than this: 

I am Cecil Leberknight, president, Cambria County Boroughs 
Association. 

Corroborating much of the testimony that has been given thus far, 
all I can say is I am reminded of my days in high school playing foot- 
ball. When we got up against an opponent that was just about too 
much for us to handle, and possibly a tie score, and it was very late 
in the game, we used to get in a huddle. We said a little prayer to 
this effect : “Lord, we have done everything we know how. How about 
giving us a little help, now, from Your end?” 

So, repeating some of the testimony that was given by the Secretary 
of the Chamber of Commerce, in Cambria County we have 32 boroughs 
outside the city limits proper, along with the townships which com- 
prise roughly over the two-thirds of the population of the county. 

In approximately 18 of those 32 boroughs in the county, through 
their own efforts, they have established industrial redevelopment pro- 
grams, commissions, committees, whatever you may call them. They 
have secured into the county approximately 14 small new industries, 
mostly in the soft goods and the wearing apparel field, and mostly 
employing female labor. 

There are constantly, and this week there has been announced two 
additional small groups with that same objective in mind—securing 
employment for their communities. 

All I can repeat is what has been given by many of the people thus 
far, that these little towns have done everything they know how. 
They are not looking for a handout. They are willing to do every- 
thing they can to help themselves. They just have reached the limit 
of their ability, and so, like our high school football team, they are 
saying “Lord, we have done everything we can ourselves. We are 
looking to a higher power to give us what help and direct our efforts 
in the best possible manner.” 

Thank you. 

Senator Neety. We thank you, sir. 

Mr. Sartor. Now, Mr. Chairman, as the last witness that we have, 
I would like to have the Mayor and the members of the Council of the 
city of Johnstown, which is the largest municipality in this district, 
appear. 

This is the Honorable Walter FE. Rose, mayor of the cit y of Johns- 
town, and the Honorable Eddie McCloskey. 

Senator Nrgty. Let us first hear from his Honor, the Mayor. 

Mr. Saytor. Very well. : 
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STATEMENT OF HON. WALTER E. ROSE, MAYOR OF THE CITY OF 
JOHNSTOWN, PA. 


Mayor Ross. Not having any advance notice that I would be in- 
vited to participate in this hearing, I come unprepared to discuss the 
merits of the Douglass Bill. 

I haven’t any prepared statement, nor have I marshaled any statis- 
tics, but I welcome the opportunity to make one expression. I don’t 
think it is fair to let the impression be formed from this testimony 
that Johnstown, the city of Johnstown, is a distressed area. I would 
like to point out, in behalf of the administration, that we will agree 
that that is a designation of an area, but the city of Johnstown, we are 
very proud to say, is out of debt. 

We haven’t increased any real estate taxes. The employment in the 
city, itself, is good. I merely want to have anybody that reads the 
testimony or hears it realize that the city, itself, is not in distress. We 
are very proud of our financial condition. 

Mr. McCloskey has a letter there, and he has expressed a desire to 
talk on a few questions. 

Senator Ngety. Mayor, please let me sincerely congratulate you on 
the fact that your city is out of debt and that you have no serious 
problems in Johnstown. You will doubtless become the envy of 
almost every other municipality in the United States. 

Mayor Rose. The city council met and they came to the conclusion 
that we are standing still. 

Senator Nrety. It is better to stand still than to run in the wrong 
dlirection, and eventually fall into a bottomless pit. 

Mayor Rose. Thank you. 

Mr. Sartor. The next witness is Councilman Eddie McCloskey, 
who is the director of public safety. 


STATEMENT OF COUNCILMAN EDDIE McCLOSKEY, DIRECTOR OF 
PUBLIC SAFETY, JOHNSTOWN, PA. 


Mr. McCroskey. Senator Neely, I like your word when you said 
that you couldn’t put industry in all districts. That is true, and steal- 
ing industry from one district to another doesn’t help. We have 
experienced Altoona coming over here and stealing the radiator works 
from here. 

Now, if we were to go back over and offer them a little more and 
bring it back here, it wouldn’t be very good for them. When I was 
mayor of this city, they took me to Greensburg to try to induce some 
industry to move here and I refused to do that because they belonged 
in Greensburg. 

Now, I agree with Mayor Rose, we are not a distressed area, and 
we are in no way depressed, but we have got a lot of empty storerooms 
and vacant homes in Johnstown. Bethlehem Steel Co. now employs 
16,000 men and Lorain Steel; that is, Carnegie Illinois, which is a part 
of the United States Steel, have 2,100 employed as they told me yes- 
terday, but those men come from a distance, Senator, of 35 and 40 
miles. All we get from them is the opportunity to allow them to park 
their cars on the street all day. Their wage tax even goes back to 
their district. 
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A wage tax was passed in this State thinking we here would get it 
like Philadelphia does. They get it for all employees in that city. 
But wedon’t. Each district wherever they live gets the wage tax. All 
we get is the opportunity to allow them to park all day on our streets 
while they are at work day or night. 

Now, we have got to get more parking space. We have got to widen 
our streets. We have got to put a boulevard in down here to speed 
traflic, and as the Mayor told you, we are out of debt now. Thank 
God, through him, and members of Council, we are out of debt. 

With the people’s help we are free of debt. But we are going to be 
population free, the same as debt free, unless we do something to get 
more industry to locate here and we realize, as you said, the Govern- 
ment cannot order industry to locate in any district unless they choose 
to do so. 

But if you could, what I would like to see, and I think the Chamber 
of Commerce would quite agree, companies engaged in work for the 
Government encouraged to operate in this area or other distressed 
areas, as you call them, distressed, we object, of course, to the word 
“distressed”. Our trouble is that we have a surplus of labor which 
will grow larger and larger when the stee] mills catch up with their 
orders. 

In Somerset which is just a short distance we have a main line of 
the B & O. That is Rockwood. Here we have the main line of the 
Pennsylvania Railroad. In between we have the Pennsylvania Turn 
pike. We have coal, power, and most important of all, water. We 
have manpower. We have land; we have everything for industrial 
expansion. We ask your help in getting us more industry if you can. 

Give us or help us get a 4-lane highway through here, particularly 
connecting north and south main roads. Senator, if you would pass 
a bill without all of this red tape in it that we borrow money . 
which we don’t want to do . . . we will not borrow money. We are 
debt free, we want to stay that way. We want to pay as we go so as 
to keep our tax rate on property and business as low as we possibly 
can as that is the best inducement to get new industry. 

Mr. Senator, when I was mayor during 1932, 1933, 1934, and 1935, 
I inherited a city debt and we paid as high as $487,000 for amortizing 
bonds a year out of a tax income of less than $1 million. 

So you see, if we borrow money, we are putting ourselves further in 
jeopardy, and if we must borrow we can get it from our local banks 
without any redtape. What I would, if the Federal Government 
would join us, or with any community that has a surplus of labor that 
puts up 20 percent, the State puts up a grant of 20 percent, the Federal 
Government gives us a grant of 60 percent for public works projects. 
They would get it back from us in income tax. 

They give to foreign aid; class us as foreigners, if they wish. They 
give now a total of 100 percent tc those foreign countries. All we 
want is a part of it. If they would do that, we could put all these 
public-work projects in working. 

We ed a sewer system, which put us in debt in 1916. It has 
over 5 million to 6 million in it, and it is not completed. It will cost 
us 5 milion or 6 million more to complete it. It will cost us then a 
few million to put in a disposal plant. It will cost us a few million 


to put a boulevard in to speed traffic through. 
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It will cost us a few million to widen our streets. Then Bethlehem 
Steel Co. wants to sell the waterworks. Well, if they sell it to someone 
else, then we are further in jeopardy. We will have a chance of 
buying it. 

om fed Neety. Johnstown has already had more than its share of 
trouble with water. 

Mr. McCroskey. That is right. “hat was a dam owned by a Pitts- 
burgh hunting and fishing club that caused that flood. I suppose you 
knew that they were not from West Virginia. 

They had a dam in St. Michael, 8 miles away that burst over here. 

Senator Neety. Was that on the Conemaugh? 

Mr. McCiosxey. Yes; it came down the Conemaugh, at times called 
the Little Conemaugh. But what I would like to see, Senator, is all 
this redtape come out of these bills. I read Congressman Saylor’s 
bill and it was I who suggested to him 2 years ago to put a bill in to 
help alleviate the labor surplus. He put one in. It didn’t get very 
far. Then about 50 other Congressmen, Van Zandt and all the others, 
put a bill in, a similar bill. Now, January 9, 1956, Congressman 
Saylor presents bill H. R. 8220. 

‘ou know the hoppers are full of similar bills down there. They 
are all alike, and they all have the same old redtape. They are mean- 
ingless, and just incite and fool the voters near election time. Then 
the State had one passed that the Commerce Commission down there 
must agree so they can tell us what to do. So we go through all that 
redtape meaning nothing. We just put ourselves in debt for travel- 
ing expenses to and from ee and Harrisburg and we still, 
after 2 years, have a surplus of labor and our steel mills working at 
es 

ow, if you would pass a simple bill that any community that has a 
surplus of labor that puts up 20 percent and the State puts up 20, 
that the Federal Government should give the other 60, not a loan, 
an outright grant. 

If the State is politically minded and doesn’t want to give it to the 
community, then let the community put up 30 percent and the Govern- 
ment 70, and eliminate the State, and all that politics, for if you, Sena- 
tor, or any other Senator, are going to advocate to build buildings in 
these communities, I hope you see further than just these few districts 
here that we are talking about. 

I just came back from Florida. After 3 weeks down there survey- 
ing around, the building they are doing is tremendous. If the Federal 
Government starts building buildings for corporations with the low 
and miserable wages they get in the South, all our industry will be 
down there if the Federal Government is going to build buildings for 
them it will help move the industry down there, and I don’t think it 
should be, Mr. Senator. 

I don’t think that the Government should build buildings. If they 
do, I repeat, we will lose all the industry from the North. You will 
be licking your own purpose. West Virginia will be further licked 
the same as Pennsylvania. They willall movesouth. They are build- 
ing terrific down there, and you know those Democratic Senators are 
not too slow in picking up what they can. 

Senator Neety. In this particular matter I have not discovered any 
difference between Democrats and Republicans. 
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Mr. McCrosxry. Excuse me, I thought you were Republican, but, 
Senator, wouldn’t it be better if the Government gave us an outright 
grant? We have got to go through all the redtape and hire lawyers 
to spend it. Why oak we have to borrow money when they are 
ne to ay governments? You are against too much foreign 
aid. I suppose, the same as all others should be, giving it all to them 
and getting nothing in return. 

Senator Neety. You are mistaken in believing that I am a Republi- 
can. But let us hope that so far as the distressing problems of unem- 
ployment are concerned, we are all patriotic Americans, regardless of 
our party affiliations. 

Mr. McCuioskeyr. That is right. I concede that aid should be given 
some of them. Help especially the ones that buy here and all that, but 
I do remember that the first 5-year plan in Russia was put in about 
1928 when Wall Street’s capitalists lent the Russian Government 
money and our Government guaranteed the loan. 

They bought steel mills, locomotives, and mill equipment of all kinds, 
and we sent our best technicians and engineers over to help Russia 
build their industries so as to check Germany. We are now suffering. 
We have built them into being our own competitor for world trade. 
We will soon have to go to war, I am afraid, to compete with them for 
our very existence. 

Some Senators and Congressmen are still advocating building more 
competition in other countries by giving them loans which are really 
grants to build steel mills and factories. We boosted the stock mar- 
ket to a high peak in 1928, but we suffered in the crash of 1929, and we 
are about to pay for it again with more and more lives of our youth 
as we have twice paid in the Second World War and Korea. 

Surely no Senator or Congressman will be so blind as to think of 
today only. It is the tomorrows that follow which will cost us mil- 
lions of lives in fighting for our existence through the threat of 
communism. 

The first 5-year plan was financed by us to give Russia help. That 
was the beginning of Russia to build up to compete with us, or they 
would be struggling yet. They are now on their sixth 5-year plan and 
fighting us for world trade. 

So if you want to stop the residual oil from coming in here, why 
don’t you vote it out. Quit talking about it. We here can’t do 
anything about it. You are in Congress. You have a vote and if 
you, Senator Neely, and Congressman Saylor, are really against 
residual oil pouring into this country, get Congress to stop it. Incit- 
ing ss in this manner isn’t going to help. 

his hearing is absolutely a waste of time and money, for I have 
been hearing about residual oil so long that I am growing tired of 
hearing about it, and most others feel the same. I repeat, there is 
no use coming here to incite us about it; we can do nothing about it. 

Senator Neely, give each community in this district or any com- 
munity that has a surplus of labor and will put up 20 percent and if 
the State puts up 20, let the Federal Government give them 60, and 
if the State don’t go along with them, then the community puts up 
30, let the Government put up the 70, and let all of us run a race to 
see who can get industry. 
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Let’s make our community more invitable for industry to land, 
because we are not going to get it any other way. 

Senator Neery. Mr. McCloskey, will you not tell us whether you 
are for the pending bill? 

Mr. McCuoskey. I am not for any bill that calls us a distressed 
area, because we would be licked gentlemen, remember that. 

We are not a distressed area, and we would not come under any bill 
that goes through Congress to help a distressed or oppressed or 
depressed area. What I would like to see a bill do— 

Senator Neety. Do you know of any distressed area in Pennsy]- 
vania ¢ 

Mr. McCuoskry. Oh, yes; there may be some of them, but under 
this bill they could not qualify nor could we of the city here qualify, 
as we are free of debt, and the bill says on page 9, line 23, quote: 

No such assistance shall be extended hereunder unless the financial assist- 
ance applied for is not otherwise available from lenders or other Federal 
agencies on reasonable terms. 

So you see, Mr. Senator, that disqualifies we of the city here. Then 
page 10, lines 8, 9, 10, state: 

All evidence of indebtedness purchased on all loans shall provide, in the 
judgment of the Administrator, a reasonable assurance of repayment. 

I feel certain that they would eliminate small mining towns such 
as we have here from qualifying for a loan, as some could not give 
reasonable assurance of repayment. Therefore, Mr. Senator, I ask 
you again to realize, it is a grant that such places as we here in Johns- 
town and other municipalities that have surplus labor are entitled to, 
and we could then build public projects for the next 4 or 5 years. 

The bill should read that the work shall be done only during the 
time of surplus labor. Thus, it would give us a backlog at all times. 
If we build our community more invitable for industry, the Govern- 
ment would be helping us to help ourselves. 

If I were John Ghizzoni, local head of the United Mine Workers, 
I know what I would do. 

I would put miners’ lamps on all of those coal miners who are out 
of work in Pennsylvania and West Virginia and get you to help me, 
Senator. I would put miners’ lamps on them and get them all to 
march to Washington or caravan them as Father Cox and I did with 
the jobless army, January 1932, and let Congress see how many are 
idle, as you are one Senator and Mr. Saylor is one Congressman who 
comes here, and you hear all this testimony, but you know that no one 
in here is so naive to think that those other Congressmen or Senators 
are going to have time to read what that gentleman is typing out on 
that stenotype. 

You know better. We all know better. The only way you can do 
is march into Washington 

Senator Nrety. The Chair must observe that he does not share your 
opinions, or concur in your conclusions. 

Mr. McCrosxey. Didn’t I hear the same thing in Altoona about a 
year ago? Wasn’t the same thing heard in Washington the last. sev- 
eral weeks—now here—tomorrow in Wilkes-Barre. 

Didn’t Van Zandt ? 
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Senator Nrrery. He in his telegram says, in effect, that there has 
been a 12-percent decrease in unemployment since our hearing was 
held in his city last year. 

The subcommittee will take no part in a controversy between your 
community and that which Congressman Van Zandt represents. 

Mr. McCroskey. But what I want to know is why shouldn’t we have 
a bill to give these communities here the same right as you give to 
foreign nations? You give it to them. Why shouldn't’ we get it! 
If we, the municipalities, pay part and the State pays part, they , the 
Government, should pay part. We don’t want any loans, as we are 
out of debt. We were put millions of dollars in debt before by bond 
sellers. We want to stay out of debt and we ask help, just 20 percent 
from us, 20 percent from the State government, anc 60 percent Fed- 
eral grant, instead of us going down there borrowing ourselves into 
debt again, which will do us no ‘ood. 

But anyhow, thanks, Mr. Chairman. Will you return my letter 
to me now ? 

Senator NeeLy. With pleasure. 

Mr. McCrioskry. I would like to have that. This is a letter I sent 
to them—your committee, addressed to Senator Douglas. I was sup- 
posed to be told when this meeting would take place, and given time 
to present Johnstown’s side of our needs. I never received any word 
until I busted in on this meeting without an invitation to give it 
to you, Senator, and here it is, as dated, January 16. But it seems to 
me were to be shoved aside again. 

Senator Neety. That letter was not sent to me and it did not come 
to my attention until you showed it to me today. 

Mr. McCroskry. It was sent to Senator Douglas. But you did 
read and hear that it said they would give it to you for your atten- 
tion: the date was January 5 when I wrote it. It was answered 
January 16. 

I will read what it says: 


And will be brought specifically to the attention of Senator Matthew M. Neely, 
of West Virginia, who will quite likely serve as chairman of the subcommittee 
for hearings held in your State. Signed, Stewart E. McClure, Staff Director. 

Senator Nee.y. In any event, you have “had your day in court.” 

Mr. Saywor. Senator, that concludes the witnesses that have been 
scheduled to appear before you today. I want to take this opportunity 
to thank you on behalf of myself, the people that live in ion com- 
munities, on behalf of the men w ho appeared here, took their time to 
testify, because I know that they appreciate it. 

You are taking your valuable time to come up here, and I sincerely 
hope, Senator, that a year from now we might, as a result of this bill, 
be in a position to report to you and to the country that we have 
done as much for this area as was done for Altoona in the hearing 
which was held a year ago. 

Senator Neety. Thank you sincerely for your generosity. The hope 
that you have expressed has my wholehearted concurrence. Let us 
trust ‘that in the days to come we shall be working together, as we 
have in the past, to solve the problem of unemployment which is 
scourging much of your State and mine. 
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For the unlimited hospitality which you and your constituents have 
most graciously extended me today, I thank you and them again and 
again. 

eThis hearing is now adjourned. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Friday, February 10, 1956, in the Federal court- 
room, Post Office Building, Wilkes-Barre, Pa.) 
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FRIDAY, FEBRUARY 10, 1956 


Untrep States Senate, 
SUBCOMMITTEE ON LABOR OF THE 
Com™iTrer ON Lasor AND Pusiic WELFARE, 
Wilkes-Barre, Pa. 
The subcommittee met, pursuant to notice, at 10:08 a. m., in the 
Office Building, Senator Matthew W. Neely 


Federal courtroom, Post 
presiding. 

Present: Senator Neely. 

Also present: Frank V. Cantwell, professional staff member. 

Senator Nrrety. The meeting will be in order. 

The Subcommittee on Labor of the Senate Committee on Labor and 
Public Welfare has convened this morning in Wilkes-Barre to hear 
testimony from representatives of local government, labor, and indus- 
- Senate bill 2663, introduced by Senator Paul H. Douglas, of 
Illinois, for himself and a group of other Senators, of which it is my 
privilege to be a member. 

This bill proposed Federal aid for the economic rehabilitation of 
the numerous communities of the country which are distressed by 
unemployment. 

Acording to the United States Department of Labor, 14 commu- 
— of the Commonwealth of Pennsylvania have substantial surplus 

abor. 

Here in the world-famous anthracite coal region such traditionally 

rosperous cities as Scranton, Wilkes-Barre, Hazleton, Pottsville, 
Ceutaadiain and other towns are confronted with serious unemploy- 
ment problems. 

Notwithstanding the vigorous and praiseworthy efforts of these 
communities to help themselves, unemployment continues to afflict 
them. It is the object of the bill, and the purpose of this subcom- 
mittee, to help you and all others concerned banish unemployment 
distress. 

Your distinguished, faithful Congressman, Hon. Daniel J. Flood, 
whom we have long and favorably known, has kindly consented to 
present the witnesses who are to testify. 

Congressman Flood, will you please proceed ? 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. Thank you, Senator. 
I want to begin by saying—and, as you know, I am very delighted 
that you have honored our community by coming here to preside at 
417 
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this subcommittee hearing. I had the pleasure of serving in the 
House with you for several years, and my people here know of your 
distinguished service in the House of Representatives for many years, 
in the Senate before, and as the governor of your great State. So, 
that assures us that .you have a great breadth of experience and a 
deep sympathy and understanding, coming from West Virginia as 
you do, eet: the problems that are peculiar to our unemployment 
and the distressed economy of our area. 

So, we feel that we are in good and friendly and highly competent 
hands. 

Now, Senator, I testified to this bill, as you remember, at the sub- 
committee hearing in Washington. And under those circumstances, 
I won't burden the record further in speaking to the bill. We have 
here a number of witnesses who have been asked to report by your 
committee. And they are all here this morning, and this afternoon. 
So, I will simply say if you have no objection, I will present the 
witnesses and we can then proceed. 

Senator Nrety. Congressman, your impressive testimony before 
the committee in Washington is well remembered. As usual, your 
words were “like apples of gold in pictures of silver.” 

It is a great pleasure to me to come here to hold this hearing in the 
congressional district which you most ably represent. Your con- 
stituents are fortunate in having you for their representative. 

Will you please proceed. 

Mr. Foo. I hope you speak for the majority. 

Let me say I introduced this bill known as the Douglas-Flood bill 
in the House after Senator Douglas introduced it in the Senate, co- 
sponsored by you and several of your colleagues. And I did that be- 
cause you and I know we are so close to the problem. 

So, Senator, the first witness we have this morning is a native of 
this community; that is, of this area, Luzerne County, Thomas Ken- 
nedy. Heis known to us affectionately as Tom. 

He is the vice president of the United Mine Workers of America. 
And I need not remind you of the importance of that organization 
and of his leadership to the economy of our area. 

So, without further word, Senator, may I present a distinguished 
American and your very good friend, Thomas Kennedy, of Hazelton. 

Senator NEELY. Congressman Flood, may we not add that our good 
friend, Mr. Kennedy, is a most distinguished former lieutenant gov- 
ernor of the Commonwealth of Pennsy Ivania. He is not only a former 
lieutenant governor. He is an outstanding American statesman and 
one of the ‘great labor leaders, not only of your Commonwealth but 
of the Nation and the world. 

Governor Kennedy, we shall be delighted to hear you. 

Mr. Kennepy. Thank you, Senator. 


STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED 
MINE WORKERS OF AMERICA 


Mr. Kennepy. I have appeared before your committee so often that 
I feel as though I am a member of it. T have a prepared statement, 
Senator, which I have very carefully gone into. And if there are no 


objections, T shall be glad to read it. 
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I have very carefully read Senate bill 2663, introduced by Senator 
Douglas and others. And also its companion bill, H. R. 7857, intro 
duced in the House of Representatives by Congressman Flood. 

Speaking of the Senate bill, it is my judgment that it has a great 
deal of merit, but in light of the situation existing in the anthracite 
coal fields, I doubt that it can reach far enough to alleviate conditions 
in this region. I am herewith listing some of the facts with relation 
to the unemployment situation in the anthracite regions, and will fol 
low with some suggestions with respect to remedies that might be 
applied to correct and stabilize the economic situation in these anthra 
cite counties. 

Senator Neety. Governor, could those remedies be appropriately 
provided by amendments to the bill? 

Mr. Kennepy. I think so, Senator; yes. 

According to our records, the number of idle members of our organi- 
zation—and I am speaking purely from the standpoint of the United 
Mine Workers and the coal industry—in the three anthracite districts 
is substantially as follows: 

In district 1, Lackawanna County, there are 4,723 unemployed 
members; and in the Wyoming Valley section of Luzerne County, 
there are 9,479 unemployed members. 

Idle members under the major coal companies in these sections are 
as follows: 

RG Sa St i beh ctiiveten ne cemwaneemeamune i 3,174 
Hudson Coal Co 2, 663 
Lehigh Valley Coal Co 

Moffat Coal Co 

Pennsylvania Coal Co 

Pagnotti Coal Co 

Susquehanna Collieries 

District 7, which is the Lehigh region, with members in lower 
Luzerne County, Carbon County, and part of Schuylkill County, has 
an idle membership of approximately 6,000 men. 

In District No. 9, comprising Schuylkill and Northumberland 
Counties, with some members in Columbia and Dauphin, we have an 
idle membership of approximately 7,000. 

In many of these sections, unemployment compensation payments 
have been exhausted, and in many other sections payments of unem- 
ployment compensation will be soon terminated. 

For instance, in Schuylkill County, there is a total unemployment 
of 13,450. These are from the State records and include the overall 
unemployment, of which 11,700 are males, and 1,750 are females. 

Of this number, 3,654 individuals are receiving unemployment 
compensation, while 1,328 receive partial unemployment compensa- 
tion. These figures would fairly represent the number receiving un- 
employment compensation in the other districts, or relatively about 
one-third of the total unemployed are receiving unemployment com- 
pensation. 

While it is true that some of the slack of unemployment has been 
taken up in the anthracite region through the acquisition of new in- 
dustries, the. fact still remains that anthracite coal is the basic in- 
dustry. And it will require a great deal of planning in the application 
of remedies before the economic situation can be stabilized in the 
anthracite counties. And I might say there in connection with the 
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unemployment figures in the mining industry, that we have approxi- 
mately now in the three districts 30,000 men employed in the industry, 
as against unemployment of about 25,000. 

While we are in favor of the provisions of Senate bill 2663 for the 
establishment of new industries and other public-works enterprises, 
we also believe that some attention should be paid to the situation as 
affecting the basic coal industry itself. This leads into the avenue of 
the possible creation of a national fuel policy. 

And might I digress for a moment, Senator, to say that there is 
already pending in the Senate a resolution providing for such a policy. 
It was introduced by Senator Myers when he was in the Senate, and 
it has been kept alive ever since. 

Likewise, the attention of the Government should be called to the 
possibilities of exporting coal to Europe and Asia as well as to some 
of the unfair competitive factors involved in the dumping of residual 
oil on the eastern seaboard principally from Venezuela, and the 
promiscuous use of gas as boiler fuel, which is also dumped at frequent 
times regardless of price in some sections of the consuming territory, 
principally to public utilities. 

I believe that this committee should and no doubt will give some 
consideration to these factors. Representatives of the United Mine 
Workers of America, who have probably been more affected by the 
reckless importation of foreign oils to this country than any other 
group of citizens, have appeared before countless congressional com- 
mittees over the years in opposition to such ruthless practices. 

However, up until now, special-interest groups have been catered 
to on a selfish basis rather than having a policy adopted whereby the 
country in general would be the beneficiary. As a further insi ht to 
this statement, I might refer to a letter released under date of Jan- 
uary 18, 1956, by Mr. Arthur Flemming, Director of the Office of De- 
fense Mobilization, when he sounded a note of warning that the un- 
usually cold weather of this winter has increased the demand for fuel 
oils. In his announcement, Mr. Flemming emphasized he was acting 
on the recommendatien of the President’s Advisory Committee on 
Energy Supplies and Resources policy, by requesting oil-importing 
companies to indicate any additional imports of residual fuel oil be- 
yond what was already specifically programed which they might deem 
necessary to meet current and prospective consumer demands from now 
until April 30. ° 

This alarmist attitude in my estimation is utterly ridiculous and 
probably the most one-sided statement ever issued from any Govern- 
ment office. The viewpoint is without foundation because the facts of 
the situation indicate that the available supply of coal in this country 
is of such sufficiency to meet the fuel requirements of the Nation that 
there need be no worry about the importation of residual oil at all. 

Emphatically speaking, it looks to me as though this statement was 
a sounding board for the oil companies which control tremendous 
wealth and power in the Nation. In a nutshell, the Flemming state- 
ment was little concerned about the coal industry or its problems. 
When the reciprocal trade bill was up in the last session of Con , 
the figures on residual oil showed that it displaced roughly 30 millions 
of tons of coal, most of which was bituminous. The oh for 1955 
will show the displacement of about 36 million tons of coal. 
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So, the dumping of residual oil has increased rather than decreased. 

Senator Nee.ty. Governor, you doubtless remember that it was con- 
clusively proved in the course of our committee hearing on unemploy- 
ment last year that a freight train more than 6,000 miles lon aie 
be required to haul the coal that was displaced in the United States 
during the preceding year by imported oil. 

Mr. Kennepy. That is right. And you can add 6 million tons to 
that fon million for the year 1955. It was increased rather than de- 
creased. 

All of these problems are looked upon with little interest at this 
moment by the administrators of the Federal Government who seem 
to be more concerned about oil and gas than they are about coal. And 
yet if we were to get into any national difficulties resulting in a pro- 
gram of national defense or war effort, the whole burden of heat and 
fuel for power would be thrown back upon the coal industry. 

This happened in World War II, and the coal industry met the 
challenge by increased productivity to the extent that we were able 
to not only take care of our own needs but to export approximately 50 
millions of tons per year to our allies. 

Under present conditions, I doubt that this performance could be 
repeated, use of the shutting down of mines and the unemploy- 
ment that results. It would take months to rehabilitate aitieas 
mines. So, I submit that the problem should not only be approached 
on the basis of alleviating conditions of excessive unemployment, but 
that the question of national defense with adequate supply of coal in 
- emergency is likewise important. 

he situation in the anthracite region with respect to unemploy- 
ment has been worsened by the damage done by the recent Hurricane 
Diane. Several coal companies in the anthracite region have suffered 
heavy damage as a result of the rainfall of 1114 inches within a short 
period of time. 

To illustrate one particular happening : The Hazleton shaft colliery 
of the Lehigh Valley Coal Co., employing approximately 800 men 
with approximately a thousand affected in the overall picture. This 
mine was drowned out; the pumps were lost; and the mine is now 
idle, and has been since last September. 

This was the basic industry in the city of Hazleton, with a payroll 
of over $3 million per year. The coal company claims it does not have 
the money to dewater this mine and have operations resume. The 
work incident to resumption not only involves pumping out the water 
but the rehabilitation of underground machinery amounting to close 
to $1 million. 

We aauees around Tr aengine without results following the hur- 
ricane to find out if any branch of the Federal Government could do 
anything to put this mine back in operation. And I might say, Mr. 
Chairman, in connection with this matter, that Congressman Flood 
and myself personally approached practically every agency in Wash- 
ington that we thought could do something about it. But we were 
unable to have anything accomplished. 

We also approached the State administration in Harrisburg; and 
the matter is still under consideration. But with the present tax 
budget problem of the State, very little can be done until the legis- 
lature fixed the tax program and other fiscal matters. 








422 AREA REDEVELOPMENT 









Senate bill 2663 provides for loans for the acquisition of new in- 
dustries. Yet here we have an industry located in the anthracite 
region employing approximately 1,000 people, and no means can be 
found to rehabilitate this industry and put these 1,000 men back to 
work. 

It seems to me that somewhere along the line there should be some 
agency of the Government to provide for the rehabilitation of this 
mine and others like it involving any other companies in the anthra- 
cite region that were similarly affected. 

Unemployment compensation as affecting the Hazleton shaft em- 
ployees will run out shortly. After that, what is to be done with 
respect to taking care of all these people? Surely it is a problem 
which demands the consideration not only of the Federal Govern- 
ment but of the State government as well. 

Senate bill 2663 provides for the payment of supplemental unem- 
ployment compensation for 13 weeks for unemployed persons who 
are taking vocational training under the bill. Here we have a situa- 
tion in the anthracite wherein the mining industry there are approxi- 
mately 25,000 unemployed persons with ages ranging from 18 years 
up to 65, and sometimes more. Many of these unemployed persons 
would be unable to take up vocational training. And only the younger 
persons in my judgment would be covered by this section of Senate 
bill 2663. 

Why should not the same principle be applied to all unemployed 
persons and arrangements made by the Federal Government and the 
State to pay supplemental unemployment compensation to all such 
persons during the total period of their unemployment or until they 
can qualify for Federal old-age security ¢ 

I recommend this thought for the consideration of the committee 
with the hope that in final determination of the bill, favorable con- 
sideration could be given to this suggestion. 

My further recommendation would be for an intensive research 
study for greater uses for anthracite, especially in the metallurgical 
field, which includes the making of coke from anthracite coal. 

Some consideration should be given to increasing our export trade 
in anthracite. I also recommend that the Government should give 
some consideration to this stricken industry in bringing about the 
resumption of operation of idle mines, and that a national fuel policy 
dould’ be studied and agreed upon which would establish and set a 
St air situation among the various fuels—liquid gas and 
solid. 

The situation is serious enough to challenge the Government to 
evolve remedies that will bring about stability and relative compa- 
rable prosperity in the anthracite-coal fields. We are lending hun- 
dreds of millicn: of dollars to European coal districts to rehabilitate 
their mines, anu even to provide housing in countries affected by the 
Bo plan. Why not do a little of that at home where it is badly 
needed. 

During the past few days in Washington, Rene Mayer, of France, 
who is, by the way, a former Prime Minister of France, among sev- 
eral hundred others, is president of the high authority of the Euro- 
= Community for coal and steel which is the Schuman plan, has 
ad many meetings with high United States Government officials. 
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Secretary of State John Foster Dulles is quoted in the press as 
favoring the coal and steel authority—and I might say also an atomic 
authority, which they are evidently trying to start up, for which I 
suppose we will put up the money—and takes credit in substance for 
the loan of $100 million that was made by the Export-Import Bank 
to the coal and steel authority which, of course, was underwritten by 
our own Government. 

This aid has been given to the countries under the Schuman plan 
to stregnthen their economy and to sidetrack the inroads of commu- 
nism. 

The fact remains, however, that Communist influence in the trade 
unions in France is as great today, if not greater, as ever before. In 
fact, the French Government recognizes the leader of the miners’ 
Communist union in that country and selects him as their delegate 
to international labor organization meetings, which I have personally 
attended. 

In other words, people leaning to the Communist theories of dic- 
tatorship receive better treatment at our hands than real honest-t»- 
God Americans who believe in our form of government and the Amer- 
ican way of life. 

People in countries affiliated with the coal and steel authority can 
get a loan of $100 million for these two industries, while we here at 
home cannot get enough money to even begin to rehabilitate some of 
our own mines and relieve unemployment. 

We are not in opposition to the retention of aid to these countries 
but we still believe that our own needs and requirements ought to be 
also taken into consideration and be provided for, because this Nation 
must remain strong in order to protect the weaker countries in Europe 
and Asia. 

Speakirfg for the anthracite mine workers and their families, | 
express my thanks and theirs to the committee whose chairman is 
Senator Paul Douglas and to this subcommittee, presided over by 
Senator Matthew M. Neely, for coming into the region to get firsthand 
information which shows their sincere interest in trying to do some- 
thing for this fine cross section of people making up our anthracite 
community. , 

Thank you. 

Senator Neety. Thank you very much for your valuable contribu 
tion to the record. It will be more than helpful to the committee. 

Mr. Fioop. The next witness will be Mr. Charles Weissman, a mer 
chant of Wilkes-Barre. And I might say, in presenting him, Mr. 
Chairman, that the business leaders of this community join with the 
labor leaders in recognizing this problem and the importance of your 
work in this bill. 

Mr. Weissman has done as much as anyone I know of with his time 
and money and efforts in private philanthropy. He has been instru- 
mental as much as anyone in bringing certain male-employing indus- 
tries into this region, employing many hundreds of people who other- 
wise might be unemployed. 

He is looked upon by us as an outstanding example of American 
citizenry. And we are grateful that he will testify before you this 
morning. 

Senator Neety. Mr. Weissman is recognized. 
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Mr. Weissman. Senator Neely, I am going to as I feel, not 
asI think. And if you think as you feel, you generally put it on paper. 
- And I would like your clerk to read my statement in order to save 
time. If there are any questions you want to ask me, I will try to 
answer them. I was chairman of the task force for the Northeastern 
Pennsylvania Industrial Commission, which endeavored to alleviate 
unem arent in this area. Labor and management are cooperating 
splendidly in our communities to increase job opportunities for our 
citizens who are willing, able, and available to work. But we do need 
assistance from the Federal Government and other sources if we are 
to find a solution to our local economic problem. I will, therefore, 
ask your clerk to read my statement, or any part of it you deem advis- 
able in the interest uf expediting this hearing. 

Mr. Fioop. I will read it for you. 


STATEMENT OF CHARLES WEISSMAN, NORTHEASTERN PENNSYL- 
VANIA INDUSTRIAL DEVELOPMENT COMMISSION 


One of the most effective ways to immediately alleviate the un- 
employment prob:em in Wyoming Valley—and in other economically 
distressed areas of the United States—would be for the Federal Gov- 
ernment to establish measures that would guarantee a more equitable 
distribution of industry’s basic materials. 

Every small or medium-sized manufacturer is currently plagued by 
shortages of aluminum, steel, and other metals, as well as Coa and 
other materials required by fabricators. 

The giant manufacturers, such as those in the automobile industry, 
apparently suffer from no such shortages. How the large-scale manu- 
facturers in large population centers, where there are no labor sur- 
pluses, can obtain, with ease and at low prices, all the materials they 
want to keep their plants — on full-time basis is one phase 
of American economy that this committee might find it worthwhile 
to investigate. 

Wyoming Valley, like many other American regions beset by eco- 
nomic ills resulting from dwindling payrolls, has endeavored by vari- 
ous means to find new jobs for its citizens. One of the ways we have 
tried here to replace new employment for the rae ga. or vanished 
jobs is by persuading various types of industries that Wyoming Valley 
1s , good place for them to locate new plants or to reestablish their 
old ones. 

We have pointed out—and with justification—the high character of 
our working force and their reputation for great productivity. We 
have cited—and rightly so—the cultural, religious, educational, and 
recreational facilities of our many local communities. And, in order 
to attract worthwhile employers to our area, we have, when necessary, 
erected plants with funds raised by popular subscription. When these 
new employers begin operations here, our public officials, labor repre- 
sentatives, and other community leaders extend every possible co- 
operation to make their business activities here pleasant as well as 
profitable. 

All those things we can do to attract new industries to Wyoming 
Valley and all those things we should do to make them want to re- 
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main here. But when these industries are forced to curtail or totally 
suspend their operations because of a lack of raw materials, there is 
nothing evidently that we here can do about it. 

Our only hope for relief in this matter is positive action by the 
Federal Seaman to assure that the smaller industries in the 
smaller communities of our country will at least be placed on a parity 
with the larger industries in the larger cities in the distribution of 
manufacturing of raw materials. 

Several ae firms that have been brought into this area 
by the industrial fund or by the efforts of civic-minded individuals con- 
cerned with the progress and prosperity of their community at this 
very moment are desperately in need of steel and other commodities. 
If they are not soon eee I have been advised their current 
—a of such materials will logically lead to a reduction in their 
work forces. Naturally, those industries and the communities in 
which they operate devoutly desire to avoid such reductions. 

This problem about which I address myself to you today was not 
a disturbing one when the Northeastern Pennsylvania Industrial De- 
velopment Commission outlined this region’s economic plight to Pres- 
ident Eisenhower in the White House in 1954. 

As the chairman of NPIDC’s task force on that mission, I am 
pleased to report that President Eisenhower accorded to our group 
a full and sympathetic hearing. At the same time, I want to ac- 
knowledge the sincere and painstaking efforts of Dr. Gilbert Hauge, 
the President’s economic adviser, and Hon. Walter Williams, Under 
Secretary of the United States Department of Commerce, to obtain 
affirmative action on the recommendations we submitted to the Presi- 
dent for the betterment of our area’s economic situation. 

I have no doubt that this Senate committee, if it chooses to seek 
a solution to the raw-material-shortage problem that threatens the 
existence of many small industries and the jobs that they provide, 
here and elsewhere, will receive from Dr. Hague and Mr. Williams the 
most friendly and understanding cooperation. 

Are there any questions you want toask? I will be glad to answer 
them. But what I didn’t put on the record is this: For example, we 
have industries that are coming in to manufacture aluminum doors. 
And they cannot get glass. Certain people are trying to get all other 
kinds of materials. They can get merchandise providing they pay a 
little above the regular price. And they cannot meet competition. 

We find—and also I want to put this on the record—that this 
recommendation was recommended to the President in 1954 by North- 
eastern Pennsylvania Industrial Development, which some of the 
members here present were with us, Tom Kennedy, and many others in 
this room. We have presented to them representing 1,040,000 people 
in this area, with an unemployment of 75,000. I would like to leave 
this for your record. 

Senator Neety. It will be printed in the record. 

(The pamphlet entitled “Re ort on Recommendations Made to the 


President by the Northeast Pennsylvania Industrial Development 
Commission” is as follows :) 
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Report ON RECOMMENDATIONS MADE TO THE PRESIDENT BY THE NORTHEAST 
PENNSYLVANIA INDUSTRIAL DEVELOPMENT COMMISSION, AUGUST 10, 1954 


THe UNper SEcreTary OF COMMERCE, 
Washington 25, D. C. 

Although the problems of the anthracite coal industry in northeast Pennsyl- 
vania are long standing, new measures to improve business conditions and in- 
crease employment in the area are possible. 

Sound, permanent solutions will not be found in a single giant project or an 
overnight miracle but in intensive study and continuous cooperation among 
business, labor, civic leaders, and public officials at local, State, and national 
levels. 

As a step in such progress, a report by the Department of Commerce is 
presented in response to proposals on alleviating unemployment in the area sub- 
mitted to the President on May 11, 1954, by the Northeast Pennsylvania Indus- 
trial Development Commission. This report contains a description of current 
actions by the Federal Government and constructive suggestions designed to 
assist local and State authorities in planning further action of their own. 

The Federal Government will continue its efforts to find ways and means to 
improve the economic condition of the area and to create additional job 
opportunities. 

Sincerely yours, 
WALTER WILLIAMS. 


PART I—-ACTIONS ON NORTHEAST PENNSYLVANIA INDUSTRIAL DEVELOPMENT 
COMMISSION RECOMMENDATIONS AND SUBMISSIONS 


1 and 5, Practical implementation of defense manpower 
Policy No. 4 revised and related policies 

The administration provides incentives for firms to locate in certified labor- 
surplus areas by allowing fast tax writeoffs for a larger percentage of defense 
plants costs qualifying under open expansion goals than would be permitted if 
plants were located elsewhere. Also, Federal procurement agencies have been 
directed to set aside a portion of their procurements for negotiation with firms 
in these areas under certain conditions. 

The following actions have been taken to implement Defense Manpower Policy 
No. 4, Revised, and related policies : 

(a) The Defense Department issued Armed Services Procurement Regulation 
Revision No. 28 to its field offices (see abstract of Revision No. 28 of Armed Serv- 
ices Procurement Regulation attached at end of report). This regulation directs 
procurement agencies to set aside a portion of their procurements for negotiation 
with firms in labor-surplus areas. The Defense Department designated Mr. War- 
ren Webster, Jr., Director of Processing and Production in the Office of Assistant 
Secretary of Defense (Supply and Logistics), to follow through on this program. 

(b) The Department of Commerce initiated a program to present information 
on tax incentives available to firms which locate in chronic labor-surplus areas to 
the industry conferences sponsored by the Department. In attendance at these 
industry conferences are the chief executives of firms representing major United 
States industries, such as air conditioning and refrigerator industry, electronics 
industry, general industrial equipment industry, power equipment industry, and 
many others. 

(c) The field offices of the Department of Commerce have been instructed to 
inform firms which call at field offices with reference to plant location problems 
of the available tax incentives applying to labor-surplus areas. Information on 
the industrial advantages of labor-surplus areas is also being provided to the field 
offices for distribution to firms planning new plant locations. 

(d) The Society of Industrial Realtors, in cooperation with the Department 
of Commerce, has launched a test program to interest manufacturers planning 
plant expansions in locating in labor-surplus areas. 

From January 1, 1954, through March 31, 1954, a total of $163,159 in defense 
contracts was placed in labor-surplus areas and industries as a result of prefer- 
ences provided in present policies. It is believed that first-quarter figures are not 
fully indicative of the probable future effectiveness of DMP No. 4, revised. The 
time required to place regulation No. 28 into effective operation in the field made 
the regulation operative only for a part of the first quarter. Expectations are 
that the total amount of defense contracts awarded during the second quarter 
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as a result of DMI’ No. 4, revised, and regulation No, 28 to labor-surplus-area 
plants will considerably exceed first-quarter results. 

ODM established the policy of giving fast tax writeoffs on a higher than norma! 
percentage of their capital investment to defense firms which locate in labor 
surplus areas. Of the 16 certificates of necessity granted to date under this pro 
gram, 2 have gone to northeast Pennsylvania (United Metal Box Co., Pottsville, 
and General Electric Co., Scranton). Information in Washington indicates that 
an additional employment of about 700 persons was involved in these two 
expansions. 


2. Transfer of Federal agencies from Washington 


There are a number of impelling reasons why, with rare exceptions, it is es 
tremely difficult to move Federal agencies to other parts of the country. The 
Congress is located in Washington. The many congressional committees of th: 
Congress must be in daily contact with the executive departments on matters of 
legislation. Further, the executives of the various departments must confer 
and work closely with other departments. The shifting of the departments to 
various parts of the country would increase the cost of Government and reduce 
the effectiveness of the departments and the ability of the Congress to plan and 
carry out its duties. 

Washington, D. C., currently employs about 10 percent of all Federal workers 
Ninety percent of all Federal employees are located in the rest of the Nation 

General Services Administration sees no immediate prospects of any further 
decentralization of Federal agencies at this time. 


Lehigh Valley and Susquehanna River projects 


With respect to the Lehigh Valley project (authorized by the Congress in 
1946), no funds have been appropriated nor have any been programed for the 
1955 fiscal year budget. The projects involved have not had top-priority ratings 
on the overall mouetary ceilings available and upon the relative needs of this 
area as contrasted with other sections of the country. 

Although there is no Susquehanna River authority as such, certain projects 
for the Susquehanna have been completed. In addition, contracts are now let 
and funds amounting to $1,260,000 obligated to advance work on the Swayersville 
Forty Fort project. 

With reference to both the Lehigh and Susquehanna developments, the Bureau 
of the Budget has been requested to give the anthracite area and other chronik 
labor-surplus areas added consideration in the early scheduling of approved 
flood control or resources development and mapping projects. 

If it develops that there are additional projects that may be sufficiently up 
graded in priorities as a result of this added consideration, they will be presented 
to the Congress in a supplemental budget appropriation request later this 
fiscal year. 


4. Utilization of nuclear energy 


The Atomic Energy Commission’s current plans do not include new sites for 
production or development facilities; any expansion is expected to be at existing 
installations. However, there are possibilities for manufacturers in the anthra 
citecite area to obtain contracts or subcontracts. 

There are a number of new items which will require production in private 
facilities. Most of this production will be let on contract. For example, the 
development of the package powerplant is at the stage where a contract for a 
prototype unit will be let within the next 3 or 4 weeks. This development 
is a joint project with the Department of the Army. In this type of contract 
work, the prime contract usually is let to companies which have had previous 
experience in the atomic-energy field. It is usually necessary for the prime 
contractors to subcontract a substantial portion of the work, and the subcon- 
tractors do not need to have previous experience. 

It is the policy of the Atomic Energy Commission to give consideration to 
labor-distressed areas when letting contracts, and they have instructed the prime 
contractors to give the same consideration when letting subcontracts. 

It is suggested that the Northeast Pennsylvania Industrial Development Com- 
mission take the following steps in this respect : 

(1) Notify the manufacturers in the area of the Atomic Energy Commis- 
sion policy and suggest to the interested manufacturers that they obtain two 
Commission publications from the Superintendent of Documents, United 
States Government Printing Office, Washington 25, D. C. Selling to ABC 
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is priced at 25 cents, and A Guide for Contracting of Construction and 
Related Engineering Services, at 15 cents. 

(2) Keep in contact with Mr. David Saxe, Chicago Operations Office, 
Atomic Energy Commission, Lamont, LiL, in regard to possible subcontract 
work on the packaged atomic powerplant. 

(3) Have the manufacturers in the area keep in daily contact with the 
Synopsis of United States Government Proposed Procurement and Contract 
Awards, not only for Atomic Energy procurements but others as well. 
This service is now available in any of the following offices: 

Greater Carbondale Chamber of Commerce. 

Hazelton Chamber of Commerce. 

Mount Carmel Businessmen’s Association. 

Nanticoke Businessmens’ Association. 

Greater Pittston Chamber of Commerce. 

Scranton Chamber of Commerce. 

Tamaqua Chamber of Commerce. 

Wilkes-Barre-W yoming Valley Chamber of Commerce. 


6. Decentralization of industry 


Industry has for years been following a natural program of recentralization 
away from the large manufacturing centers and congested metropolitan areas. 
Most of these moves were primarily made for economic reasons—such as to 
reduce production and distribution costs. More recently, Government programs 
to reduce urban vulnerability and to protect industrial capacity from enemy 
attack have given impetus to this decentralization trend, and have increased the 
tendency on the part of many companies exploring more advantageous sites to 
consider locations which are considered adequately dispersed from potential 
target areas. 

A number of these programs, such as the national industrial dispersion pro- 
gram, have been operating at the local level on a voluntary basis for several 
years, with rapid tax amortization as the principal incentive for locating new 
defense facilities outside of target areas. In addition, a program to encour- 
age deconcentration of existing key facilities manufacturing critical defense 
items is being explored by the Government. 

In contracting industries, it will be an advantage for the northeast Penn- 
sylvania area to be able to assure prospective defense manufacturers seeking 
dispersed locations and Government assistance in accelerated amortization 
that the area contains no potential industrial or population concentrations as 
defined by national dispersion policy. These concentrations are more precisely 
defined as the area enclosed by a line drawn through the centers of a number 
of contiguous 4-mile-diameter circles each of which encloses either defense- 
supporting plants with combined employment of 16,000 industrial workers or a 
residential population of 200,000 persons. National dispersion policy requires 
that to the maximum extent possible, important new plants should be located 
a minimum dispersal distance of 10 miles from the boundaries of industrial or 
population concentrations. 

The Area Development Division of the United States Department of Com- 
merce has made a check of population and manufacturing employment data 
for the entire area. Results indicate that since none of the seven countries 
comprising the area contain concentrations meeting dispersion criteria, any 
potential site in the area may be considered adequately dispersed insofar as 
population and industrial concentrations are concerned. Adequate dispersion 
from the viewpoint of possible strategic military installations which may be 
located in the area, however, must necessarily be considered in connection with 
specific applications for tax amortization assistance at the Washington level. 

Inasmuch as the Area Development Division of the United States Department 
of Commerce certifies industrial dispersion surveys as to conformance with 
national dispersion standards, that Division has written the chairman of the 
northwest Pennsylvania area certifying the seven-county area as conforming 
with the national industrial dispersion program. The letter so received may 
be used in contacting prospective industry to assure them that sites in the an- 
thracite area fully meet population and industrial criteria of the national in- 
dustrial dispersion program. 

Since it is the responsibility of local area dispersion chairmen to advise 
manufacturers as to the dispersion factor in connection with applications for 
certificates of necessity that may be made from the area, it is assumed that the 
chairman of the Northeast Pennsylvania Industrial Development Commission 
will act in this capacity. 
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7. Use of Federal road funds 


The Secretary of Commerce announced on June 30 apportionment of Federal 
aid for State highways. This was 6 months ahead of the legal time limit for 
apportionment and several months earlier than in recent years, and was done 
with situations such as that in northeast Pennsylvania in mind. Thus approxi- 
mately $42 million in Federal aid was made available to Pennsylvania on July 
1. While these funds must be spent on the Federal-aid road system, decisions 
as to the use within that system are by law purely the prerogatives of the Penn- 
sylvania Highway Department. 

But more importantly, Pennsylvania annually expends State funds on high- 
ways in the amount of form 4 to 5 times as great as the Federal apportionment. 
Full authority and flexibility over expenditure of these State highway moneys 
rests solely with the State highway department. It is understood that funds 
are being made available presently and on a continuing basis for new construc- 
tion and maintenance in the northeast area from both Federal and State funds. 
As of now, the State of Pennsylvania has under way a construction and main- 
tenance program of well over $21 million in this area. In addition, there will be 
substantial and continued expenditures by the Pennsylvania Turnpike Author- 
ity, an independent State organization, on a superhighway through these coun- 
ties to Scranton. These authority expenditures are in addition to those of the 
highway department. 

All direct action possible has been taken at the Federal Government level by 
making appropriated funds immediatley available; also, the Bureau of Public 
Roads has talked with the Pennsylvania Department of Highways, regarding 
the anthracite-area problem. The NPIDC may wish to consider the advisa- 
bility of consulting directly with the State highway department about the possi- 
bility of additional expenditure of highway funds within the northeast 
Pennsylvania area. 


8. Reforestation program for northeastern Pennsylvania 


The Department of Agriculture agrees that there is a distinct need for an 
extensive reforestation program in the anthracite region. The problem is com- 
plicated, however, by the fact that about 70 percent of the land involved is 
privately owned. Private landowners cannot economically afford to rehabilitate 
these lands. The expenditure of public funds on these private lands is of ques- 
tionable appropriateness; and, even in that event, there would be no assurance 
that the landowners would continue good management of the land. 

Accordingly, it is suggested that the best solution to this problem is for the 
State of Pennsylvania to acquire relatively large blocks of land in need of 
rehabilitation and create a system of State forests. Perhaps these areas can 
also be made attractive for recreation and tourist possibilities. 

The NPIDC should meet with appropriate State authorities and the United 
States Forest Service of the Department of Agriculture to plan and initiate 
such a program. 


9. Mine workings for defense and other Government storage 


The possibility of using abandoned anthracite mines for storage of defense 
materials was explored with the Department of the Army, Air Force, Navy, and 
Federal Civil Defense Administration. The outlook is not promising. 

The Secretary of the Army reported that the Army at present has adequate 
storage with the possible exception that more space may be required for long- 
term layaway of machine tools and related equipment not needed for current 
production but to be retained for mobilization use. 

To be suitable for storage of production equipment, the Army states that 
underground space must: 

(a) Provide large usable areas on one level, with natural roof supports. 

(b) Have a ground-level entrance which will accommodate trucks, thus per- 
mitting movement of equipment from railroad cars or from plants directly to 
the final storage points. 

(c) Be dust free. 

(d) Be susceptible to dehumidification at a reasonable cost. 

The Department of the Army reported that the only underground site now in 
use and those which have been considered are limestone mines which possess 
all of the requisites listed above. 

The Department of the Army concludes that “it is very doubtful that an aban- 
doned coal mine would meet the requirements of this kind of storage, even if a 
possible need should develop.” 
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The Department of the Air Force reported that they have adequate under- 
ground storage space (one limestone mine) to serve estimated needs for machine- 
tool storage several years in the future. The Department of the Navy does not 
anticipate any need for underground storage facilities. 

The Department of the Army reported they would study any specific sites 
which might be recommended to them. In this connection, if the NPIDC has 
specific sites in mind, they should contact Mr. Frank H. Higgins, Deputy Under 
Secretary of the Army, Washington 25, D. C. 

As a result of the NPIDC recommendation, the Federal Civil Defense Adminis- 
tration undertook and completed on July 8, 1954, a study of the possibilities of 
using abandoned mine workings in the anthracite region for storage of the 
types of equipment and supplies they have stored at various locations throughout 
the country for use in event of a civil-defense emergency. Such stockpiles con- 
sist primarily of engineering and medical equipment and medical supplies. 

The Federal Civil Defense Administration study revealed the following gen- 
eral characteristics of anthracite coal mines: 

(a) Mines are of different types—slope, shaft, and tunnel. 

(b) Height of rooms averages between 2 and 6 feet. 

(c) Length averages from 180 to 250 feet. 

(d) Width averages from 21 to 24 feet. 

(e) Floors run from level to steeply dipped. 

(f) Combustible dust and gases and excess moisture must be guarded against. 

(g) Roofs and walls are susceptible to cave-in. 

The Federal Civil Defense Administration reported that abandoned mine work- 
ings would not provide suitable storage for the type of equipment the FCDA 
has to stockpile for the following reasons : 

1. Shaft mines would be impracticable for use because of the time it would 
require to get the equipment out of the mine and trucked to the point of use. 
In slope or tunnel mines, the height of the ceilings in the average rooms would 
be impracticable for hauling in and out, and otherwise handling the type of 
equipment we would store, with the rapidity which would be required in time 
as disaster. 

2. The openings in the mines lie in seams with pillars tunneled off to the side 
of the main seam at various locations. If the main-seam entrances should be 
blocked by cave-in or other action, it would not be possible to reach the small 
adjoining areas. Constant maintenance is necessary to assure proper ceiling 
and wall support, in rooms and in entrances. 

3. Abandoned mine workings tend to fill with water because of curtailed 
operation and attendant stoppage of pumping facilities, causing excess moisture 
and making the mines hazardous. 

4. A gas, known as black damp, which is detrimental to human life, accumu- 
lates in mines without proper ventilation and preventive measures being taken. 

5. The cost of properly maintaining the mines to insure safe and adequate 
working conditions, and to keep the equipment and supplies in proper condition, 
and free from rust and meld, would be prohibitive from the standpoint of the 
agency. 


10. Assignment of future Federal military and civil installations 


Military installations —There is currently under construction at Tobyhanna, 
Pa., a large military reservation. It is expected that the project will be com- 
pleted during this fiscal year at a total cost of $29,358,000. Also just prior to 
June 30, 1954, a contract was let for the construction of a 400-man armory at 
Wilkes-Barre in the amount of $309,000. Bids are now out for the construction 
of a Navy and marine training center building at Williamsport. The contract is 
to be let prior to September 30, 1954, at a maximum cost of $110,000. The pos- 
sibility of accelerating action on this project was investigated, and it was 
found that legal limitations prevent such action. 

Although no additional military construction is scheduled for fiscal year 1955 
in the northeast Pennsylvania area, under Public Law 783 construction for the 
National Guard through 1960 was authorized and the following projects are 
included in this program: 


Hazleton—One-unit armory. 

Williamsport—One-unit armory and motor-vehicle shed. 
Scranton—Three-unit armory and motor-vehicle shed. 
Sunbury—Motor-vehicle shed. 
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Wilkes-Barre—Motor-vehicle shed, warehouse, and an ordnance maintenance 
shop. 

Honesdale—-Expansion to existing armory. 

Pittston—One-unit armory. 


Since General Weber, Adjutant General of the State, is charged with establish- 
ing the priority of National Guard construction, it is suggested that the NPIDC 
confer with him as to priorities on planned National Guard construction 

Nonmilitary installations—No money is available in this fiscal year for the 
construction of new Government buildings in northeast Pennsylvania. There 
are, however, moneys available in the appropriation of the General Services 
Administration for repairs and improvements to existing Government buildings. 

A study is now underway to determine the advisability of undertaking the 
repairs to Federal buildings in the anthracite area to the maximum feasible 
amount that can be allotted from the available appropriation. The Adminis 
trator of the General Services Administration has been asked to complete this 
study as soon as possible, and to schedule available funds so as to assign the 
maximum feasible amount for the repair and improvement to Federal buildings 
within the antracite area. It should be mentioned, however, that this amount 
at best will be necessarily small. 


11. Federal assistance to build dikes, ditches, and fumes to prevent water enter- 
ing the mines 

Representatives of the anthracite industry have indicated to the Bureau of 
Mines that they have a draft plan nearing completion for the building of exten- 
sive surface drainage facilities in the anthracite area. The Department of the 
Interior strongly recommends approval of this proposal, both to relieve unem- 
ployment and as a partial solution to a very real water problem. 

Also, an anthracite mine drainage study commission appointed by Governor 
Fine has recommended to the governor a mine-rehabilitation program involving 
a total expenditure of $17 million (employing 2,254 men) by the State. Gov- 
ernor Fine has suggested that the Federal Government and the State of Pennsyl- 
vania bear these costs on a 50-50 basis. 

These proposals have been discussed with the Bureau of Mines, the Corps of 
Engineers, and the Budget Bureau. Apparently no authority exists at present 
for an agency of the Federal Government to enter into such a project. Special 
legislation probably would be required to secure this authority. Bureau of 
Mines in the Department of the Interior is well acquainted with the problem. 
They have indicated that perhaps the Corps of Engineers is best equipped to 
handle operational phases of the project. 

Although it is recommended by Governor Fine that the Federal Government 
bear 50 percent of the cost, it is believed that it would be difficult to justify the 
expenditure of Federal funds for this project. The Department of Commerce 
suggests, however, that further study of this problem be undertaken and that a 
meeting of appropriate officials from both State and Federal agencies be ar- 
ranged to discuss the possibilities. The Department of Commerce will be 
glad to arrange such a meeting upon request of appropriate State officials. 


12. Expand anthracite research program at Schuylkill Haven Laboratory 


The Bureau of Mines has been carrying out research in its laboratory at Schuyl- 
kill Haven on mining methods and preparation of anthracite coal for the mar- 
ket. The Department of the Interior has incorporated in its budget for the 
Bureau of Mines for the fiscal year 1956 a request for $200,000 for research in 
the metallurgical use of lump sizes of anthracite in cupolas and blast furnaces. 
This is the initial installment on a 6-year $3.5 million research program in the 
uses of anthracite for metallurgical purposes. 

Although this work has been scheduled to begin on July 1, 1955, the Bureau of 
Mines met on July 9 with representatives of the anthracite industry and the 
Iron and Steel Institute to discuss the possibility of starting the work immedi- 
ately in view of the urgent needs in the anthracite area as outlined by the 
Northeast Pennsylvania Industrial Development Commission. As a result of 
this conference, the Bureau of Mines agreed to reschedule some of its other 
research funds a year earlier to this project providing the anthracite and iron 
and steel industries actively participate. The same group will meet again on 
July 29 to determine the scope on which this program can be initiated. 

It is suggested that the NPIDC keep in touch with Mr. L. C. McCabe, Chief 
of the Fuels and Explosive Division of the Bureau of Mines, Department of the 
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Interior, Washington 25, D. C., in regard to further developments on this mat- 
ter. 


18. Greater use of coal in Federal Government buildings 


The General Services Administration purchased 35,000 tons of anthracite coal 
from Lackawanna, Schuylkill, and other northeast Pennsylvania mines in the 
past fiscal year. In fiscal year 1955, 22,600 tons will be purchased by the GSA 
from northeast Pennsylvania mines. This coal is used in Government buildings 
in New England, New York, and the District of Columbia. 

As coal-burning boilers have been giving out, automatic equipment has gen- 
erally been installed to reduce heating costs. In many cases it has been more 
economical to install oil- or gas-burning equipment rather than stokers. In- 
creased use of automatic-stoker equipment in view of the greater costs involved 
is not in prospect. 


14. Quotas on importation of foreign oil 


Several bills dealing with the problem of oil imports are now under considera- 
tion by the Congress. The Department of the Interior has provided the Con- 
gress with the basic information relative to this problem, pointing out that the 
security interest and the aggregate benefits for the economy as a whole must 
be paramount in any decision. 


15. Study of the investigation of fuel reserves and fuel policy for the United 
States 


There are several current activities in the legislative and executive branches 
of the Federal Government which concern the coal industry and which are di- 
rected to the establishment of a fuel policy for the United States. These are: 

(1) The Senate Committee on Interior and Insular Affairs is engaged in an 
extensive study of fuel reserves and fuel policy. Senate Resolution 233 extends 
the date for completion of that study until January 31, 1955. 

(2) The President has requested the Office of Defense Mobilization “* * * 
to determine the nature and extent of the danger to the strength and well-being 
of the Nation created by present conditions in the coal industry and to recom- 
mend such remedial action as can and should be taken.” 

(3) The Office of Defense Mobilization is studying the fuel requirements under 
full mobilization. When this work is completed, the Department of the Interior 
will develop a plan for meeting such requirements. In this study, attention will 
be given to the coal-production capacity necessary to meet the needed fuel re- 
quirements. 

This work by the Congress and the executive departments will result in a de- 
termination of the essentiality for maintaining sufficient capacity in the coal 
industry so that peak coal requirements under full mobilization can be quickly 
met with a minimum of disruption to our economy. 


PART II—OTHER POSSIBLE ACTIONS 


1. A credit corporation—A Pennsylvania opportunity 


Many local areas faced with the problem of encouraging formation or expan- 
sion of industrial operations have solved the difficult problem of obtaining or 
providing venture capital. One device which has been successfuly used partic- 
ularly in the New England region is the credit corporation. While the details 
of operation differ somewhat from State to State, in general pattern they are 
similar. Institutions (banks, insurance companies) and/or individuals pool 
their available excess resources and are thus in a position to extend credit 
and to assume risks in a manner impossible for single institutions or individuals. 

The lack of modern manufacturing space and the unwillingness of many con- 
cerns to commit so large a share of their capital to facilities create a situation 
with which the credit corporation is well suited to deal. For example, Kenne- 
bunk, Maine, wished to diversify its industries, a qualified manufacturer liked 
the town but no suitable modern plant was available. The manufacturer did 
not wish to build but was willing and able to sign a lease covering all the financing. 
The townspeople raised $35,000, an insurance company advanced $70,000, on 
a first mortgage and the Maine Credit Corp. took a second mortgage for $35,000. 
Seventy-five new jobs resulted. 

The NPIDC may wish to investigate the possibility of initiating the formation 
of a Pennsylvania credit corporation. A first step would be to consult with 
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the Small Business Administration, Washington 25, D. C., or one of the following 
Connecticut Development Credit Corp., Mr. Panl V. Hayden, secretary and 
assistant treasurer, care of Connecticut Light & Power Co., Post Office Box 
2010, Hartford 1, Conn. 


2. Urban renewal program for the anthracite region 


A program not mentioned in the brief of the Northeast Pennsylvania Indus- 
trial Development Commission is the urban renewal program. Although much 
could be done to make the cities in the anthracite area more attractive to indus- 
try as well as better places to live, there has been little evidence of loca! interest 
in taking advantage of the Federal program in this field. 

Sufficiently sizable funds are now available to the Federal urban renewal 
program so that all cities of the anthracite region could be accommodated under it. 
The new Housing Act, which is virtually certain to become law so far as its 
urban renewal features are concerned, will have the effect of expanding con- 
siderably the types of projects for which Federal! assistance will be available. 

Clear evidence of local initiative is a prerequisite to Federal action under 
this program. This is a cardinal feature, but the setup is such that it is very 
easy for a community which gives evidence of real interest to get started. Field- 
workers are available to go to any community to explain the program and to 
assist with the preliminary steps called for. Moreover, loans for project plan- 
ning will be made available as soon as the city’s governing body establishes a 
redevelopment authority and otherwise gives evidence of its earnestness (e. g., 
by employing a consultant to lay out a program for moderizing housing and 
sanitation codes and strengthening the machinery for enforcement). These plan- 
ning loans ultimately become part of the project costs. Funds to cover costs 
of appoved projects are available on a generous matching basis. 

Throughout the anthracite region, Federal action in the area of urban renewal 
is retarded at present by lack of evidence of local interest. Scranton is the only 
city within the region which has made an inquiry about the program. Discus- 
sions there started about 2 years ago. A redevelopment authority was estab- 
lished by the city’s governing body last January. As yet, however, the authority 
has no staff and no program. The urban renewal administration will be in a 
position on short notice to advance funds for planning purposes. Before that 
can be done, however, it will be necessary for the city council at least to activate 
its planning commission and to provide a budget with which a consultant or 
staff can be employed to lay the groundwork for a city planning program, and 
begin laying out the steps that need to be taken for slum prevention. 

This discussion of the Scranton case indicates in a general way what will be 
necessary if any of the other cities of the region are to participate in this program. 

For further information on this program, local groups should communicate 
with Mr. Warren Phelan, field representative, Division of Slum Clearance and 
Urban Redevelopment, Housing and Home Finance Agency, 811 Vermont NW., 
Washington 25, D. C. 


8. India locomotive contract 


Subsequent to the submittal of the Northeast Pennsylvania Industrial Develop- 
ment Commission report of May 11, 1954, to the President, representatives of the 
group expressed keen concern over the possibility of the Vulcan Iron Works 
at Wilkes-Barre participating in the contract for 100 steam locomotives and 
tenders to be manufactured for the Indian Railways. 

Invitations to bid on these 100 locomotives were issued on June 6 by the 
General Services Administration, acting for the Foreign Operations Administra- 
tion, to 20 domestic and foreign firms with a closing date of August 6. Bids will 
be entertained for the entire lot of 100, or for minimum lots of 25. It is con- 
tended by Vulcan and Baldwin-Lima-Hamilton of Chester, Pa., that they cannot 
compete on a low-price basis with foreign firms by reason of lower wage standards 
abroad. They further contend, amply supported by the Northeast Pennsylvania 
Industrial Development Commission representatives, that since FOA grants are 
being used for the purchase, it is only reasonable to have the contracts fulfilled 
by domestic manufacturers. An allocation of 30 and 70 as between Vulcan and 
Baldwin, respectively, is recommended. Such an allocation, it is further con- 
ao will alleviate unemployment in the Wilkes-Barre area alone by upward of 

J men. 

Following several letters on this subject to Federal officials and a discussion 
of Northeast Pennsylvania Industrial Development Commission representatives 
with the Department of Commerce, the Department contacted the Foreign Opera- 
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tions Administration, and FOA agreed to review the matter immediately follow- 
ing the closing bid date of August 6. The matter is being given careful attention 
and followup, and a decision will be reached only after full consideration of all 
facts and impacts involved. 


4. Use of information provided on available industrial buildings and sites 


Subsequent to the NPIDC meeting with the President, the commission made 
available to the Department of Commerce excellent information on available 
industrial sites and buildings and other industrial advantages offered by the 
region. Two uses will be made of these materials: (1) They will be brought to 
the attention of firms which may be planning new plant facilities by the Depart- 
ment of Commerce through informing manufacturing executives in attendance at 
Department of Commerce industry conferences; (2) if a current test program 
being carried out by the Society of Industrial Realtors in cooperation with the 
Department of Commerce to interest manufacturing firms in available industrial 
facilities in labor-surplus areas proves successful, a similar program will be 


initiated for the anthracite region. These materials will provide a basis for 
such an effort. 


5. Export of coal 


On August 5, the Foreign Operations Administration with whom the United 
States coal situation had been discussed announced that it would undertake this 
year to maximize the purchase of American coal by foreign participants in the 
foreign-assistance program. It is estimated that perhaps as much as 10 million 
tons may be shipped. Although anthracite has never been more than a small 
fraction of total United States exports of coal, FOA is alert to the anthracite 
problem and is giving full consideration to the possibility of anthracite shipments. 


EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION 


Abstract of Implementation of Defense Manpower Policy No. 4 
(Revised) from Revision No. 28 of Armed Services Procurement Regula- 
tion, dated December 31, 1953. 


Notes regarding major changes are as follows: 

(a) Procurement in labor surplus areas.—Defense Manpower Policy No. 4 
has been revised under date of November 5, 1953. The Director of Defense 
Mobilization has directed the placement of supply contracts, at prices no higher 
than might otherwise be obtainable elsewhere, with such suppliers as will per- 
form contracts substantially in current labor-surplus areas. ASPR 1-3802.4, as 
revised herein, sets forth the general policies in connection with DMP No. 4; 
specific implementations are found in a revised ASPR 2-204.7 and new para- 
graphs 2-205, 3-105, and 3-219. All existing notifications of labor surplus areas 
under DMP No. 4 were superseded by a list of areas classified by the Department 
of Labor pursuant to the revised DMP No. 4. However, pending further review, 
the notifications listed below remain in effect. As a consequence, the Department 
of Defense directives and memorandums relating to DMP No. 4 except those listed 
below, are superseded by this revision. Those listed below, which relate to 
industrywide determinations, remain in effect for the time being, to the extent 
not inconsistent with the paragraphs of ASPR attached to this revision : 
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ODM notification Industry covered | DOD implementation | Date 

Pi cite wluwbap ee TR sige ys Sis ED Bioeth GIG 00 iii oid, oe to ee i Nov. 28, 1952 

i iietiiitdeedeninninihivn Is sii, cit niaiitsisiaibel MB Memo“ Placement of Procurement With | June 6, 1952 
| the Shoe Industry.” 

ee oS PE. 235. tS dee | MB Memo “‘ Placement of Procurement With | July 30,1952 
| the Apparel Industry.” 

isanieintti a aatiiacdll Shipbuilding.........- | MB Memo“ Placement of Procurement With | Sept. 16, 1952 
| the Shipbuilding Industry.” | 

ORs a, ce tke | Petroleum and petro- | MB Memo“ DMP Policy No. 4—Notification | Oct. 20,1952 


leum products. No. 58.” 


1-302.4. Firms performing contracts in labor surplus areas 
(a) Definitions: 
(i) “Labor surplus areas” are those designated as “group IV areas” in 
the Department of Labor publication “Bimonthly Summary of Labor Market 
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Developments in Major Areas,” under the heading “Classification of Labor 
Market Areas According to Relative Adequacy of Labor Supply.” 

(ii) “Set-asides,” as used in this regulation, designates a method of pro- 
curement whereby a portion of the requirement, as determined by the pro 
curement activity, is withheld from general solicitation (either formally 
udvertised or negotiated), is reserved for negotiation exclusively with firms 
located in labor-surplus areas, and is to be performed substantially within 
such labor-surplus areas. 

(b) Policy.—Defense manpower policy No. 4 (revised November 5, 1955), is 
sued by the Director of Defense Mobilization, directs the placement of supply 
contracts, at prices no higher than might otherwise be obtainable elsewhere, 
with such suppliers as will perform contracts substantially in current labor 
surplus areas. Accordingly, the departments shall comply with the following: 

(i) Use their best efforts to award negotiated procurements to contractors 
located within labor-surplus areas for performance substantially within 
such labor-surplus areas to the extent that procurement objectives will 
permit: Provided, That in no case shall price differentials be paid for the 
purpose of carrying out this policy. 

(ii) Where deemed appropriate, set-aside portions of procurements for 
negotiation exclusively with firms located in labor-surplus areas at prices no 
higher than those paid on the non-set-aside portion; Provided, That perform- 
ance shall be substantially within labor-surplus areas. (For detailed pro- 
cedures, see ASPR 2-205, 3-105, and 3-219.) 

(iii) Assure that firms in labor-surplus areas which are on appropriate 
bidders’ lists are given the opportunity to submit bids or proposals on all 
procurements for which they are qualified and on which small-business joint 
determinations have not been made. Whenever the number of firms on a 
bidders’ list is excessive, a representative number of firms from labor-surplus 
areas shall be included for the particular procurement. 

(iv) In the event of tie bids or proposals on any procurement, the con 
tract shall be awarded in accordance with APSR 2—406.4. 

(v) Encourage prime contractors to award subcontracts to firms in labor- 
surplus areas. 

(vi) Cooperate with other agencies listed in defense manpoyer policy 
No. 4 in achieving the objectives of this policy. 

(c) Application.—The above policy shall be applicable to procurements esti- 
mated to be in excess of $25,000. 

(d) Implementation: 

(i) The department shall cause information identifying labor-surplus 
areas as defined above to be disseminated to appropriate procurement per- 
sonnel. When an entire industry is depressed, the Dirctor of Defense 
Mobilization may establish appropriate measures upon an industrywide, 
rather than a normal geographical basis. Designations of such industries 
will be accomplished by ODM notifications, and such industries will there- 
after be given special treatment as specified therein. 

(ii) Procedures shall be established with respect to the issuance of in- 
vitations for bids and requests for proposals as set forth in ASPR 2-205.3 
and 3-105. Awards of contracts involving labor-surplus areas shall be made 
in accordance with ASPR 3-219. 

(iii) Contract files shall be documented to indicate the extent to which 
labor-surplus areas were considered and the action taken with regard 
thereto. 


* * * * 
2-205 “Set-asides” for firms in labor surplus areas 


2-205.1 General—When “set-asides” are used in compliance with ASPR 
1-302.4, the procedures set forth in this paragraph shall be applicable. 

2-205.2 Determination of quantity of “set-aside.’—When the use of “set- 
asides” is deemed appropriate, procuring activities shall determine the optimum 
quantity which would probably result in the most favorable price, considering 
the manufacturing processes involved and the quantity required for an economical 
production run. Invitations for bids shall be issued for not less than such op 
timum quantity. The resulting “set-aside” shal! also not be less than such 
optimum quantity. After award of the quantity not set aside, procurement of 
the “set-aside” shall be effected by negotiation pursuant to ASPR 3-219. 

2-205.3 Special conditions to be inserted in invitations for hids.—Whenever 
it has been determined to set aside a quantity of a procurement in accordance 








436 AREA REDEVELOPMENT 


with ASPR 1-302.4, the invitation for bids covering procurement of the items 
not set aside shall provide that— 
(a) “Set-asides” in aid of labor-surplus areas may be utilized. 
(b>) The right to participate in subsequent negotiation for any shall be 
conditioned upon the submission of a bid upon the items not set aside at 
a unit price within 120 percent of the highest award made with respect to 
quantities not set aside. 
= a * * a2 * a 


2406-4 Equal low bids. 


(a) When two or more low bids are equal in all respects (taking into con- 
sideration cost of transportation, cash discounts, and all other factors properly 
to be considered), award shall be made by a drawing by lot which shall be 
witnessed by at least three persons and which may be attended by the bidders 
or their representatives: Provided: 

(i) subject to (ii), (iii), and (iv) below, (1) in the case of equal low 
bids, one of which is submitted by a small-business concern, as defined in 
ASPR 1-302.3, award shall be made to the small-business concern; and 
(2) in the case of equal low bids, two or more of which are submitted by 
small-business concerns, award shall be made by a drawing by lot limited 
to the small-business concerns. 

(ii) where two or more equal low bids are received from small-business 
eoncerns, one of which is submitted by a bidder who will peerform the con- 
tract in a labor-surplus area as defined in ASPR 1-302.4, award shall be 
made to the small-business concern who will perform the contract in such 
labor-surplus area. 

(iii) in the case of equal low bids, two or more of which are submitted 
by small-business concerns which will perform the contract in a labor- 
surplus area, award shall be made by a drawing by lot limited to the small- 
business concerns in the labor-surplus area. 

(iv) where two or more equal low bids are received, one bid being 
from a business concern (whether small or not) not in a labor-surplus area 
and the other being from a bidder who, although not a small-business con- 
cern, will perform the contract in a labor-surplus area, award shall be made 
to the latter. 

(0) When award is to be made by lot and the information available shows 
that the product of a particular manufacturer is offered by more than one 
bidder, a preliminary drawing by lot shall be made to ascertain which of the 
bidders offering the product of a particular manufacturer will be included in 
the final drawing to determine the award. 

* * * * * = = 

3-105 Aids to labor-surplus areas in negotiated procurements.—In implement- 
ing the policy set forth in ASPR 1-302.4, quantities of negotiated procurements 
may be set aside in the same manner as provided in ASPR 2-205 for formally 
advertised procurements. Requests for proposals shall contain the provision 
required to he inserted in invitations for bids by ASPR 2-205.3 (a), and shall 
provide that the right to participate in subsequent negotiation for any “set- 
asides” shall be conditioned upon the submission of an initial quotation upon 
the items not set aside, at a unit price within 120 percent of highest award made 
with respect to the quantities not set aside. The determination of quantities to 
be set aside shall be governed by ASPR 2-205.2. The procedures for negotiation 
of “set-asides” are set forth in ASPR 3-219. 

* *” * ” * * e 

3-219 Negotiation of “Set-Asides” for Labor Surplus Areas. 

3-219.1 Authorization—When “set-asides” are used in compliance with 
ASPR 1-302.4, such “set-asides” shall be negotiated in accordance with pro- 
cedures set forth in this paragraph. 

3-219.2 Limitation.—Pursuant to section 644 of the Department of Defense 
Appropriation Act of 1954 (Public Law 179, 83d Cong.), and any subsequent 
similar statutory limitations, no price differentials shall be paid for the purpose 
of aiding labor-surplus areas. 

3-219.3 Eligible bidders and offerors.—Negotiation for “set-asides” shall be 
conducted only with such responsible bidders or offerors which have previously - 
submitted bids or proposals on the quantities not set aside conforming to the 
invitation for bids or request for proposals, providing such bids or initial pro- 
posals offered a unit price within 120 percent of the highest award made on the 
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quantities not set aside, and provided further that contracts for such “set-asides” 
will be performed substantially in labor-surplus areas. 
3-219.4 Method of Negotiation: 

(a) Negotiation for “set-asides” shall be conducted with small-business 
concerns prior to negotiation with other firms in such labor-surplus areas. 
Within each such group, negotiation shall begin with the bidder or offeror 
which submitted the lowest responsive bid or proposal in connection with 
the procurement of the quantities not set aside. 

(b) If procurement of the entire “set-aside” cannot be effected by the 
procedure set forth in (@) above, the unplaced portion of the “set-aside” may 
be procured in the most appropriate manner. 

(c) In conducting negotiations for the “set-aside,” it is permissible to 
reveal the unit price of the lowest award; however, in instances where the 
non-set-aside portion is procured by means of negotiation, cost, or other 
pricing data pertaining to such award may not be divulged. 

219.5 Limitation on Contract Price: 

(a) When the procurement of quantities not set aside has resulted in one 
contract only, or in multiple awards all at the same price, awards for “set- 
asides” shail not exceed the contract price for the quantities not set aside. 

(bd) When the procurement of the quantities not set aside has resulted 
in multiple awards at different contract prices, awards for “set-asides” shall 
be at a price determined by the contracting officer to be fair and reasonable, 
but in no event higher than the highest price awarded in connection with 
the quantities not set aside. In the absence of changes in market trends and 
other factors requiring consideration, the contracting officer shall consider 
the weighted average of all awards made in connection with the quantities 
not set aside as being a fair and reasonable price. The weighted average 
shall be ascertained by adding the total dollar amounts of all awards in 
connection with the quantities not set aside and dividing the grand total by 
the total umber of units included in all such awards. 


Senator Neety. Do you think that you have really received some 
valuable relief in response to the appeals you have already made in 


Varnes 
Mr. WeIssMAn. We are receiving some relief, but not enough. 

Senator Negty. Do you not think that a drastic reduction in the 
importation of fuel oil would be beneficial to your community ? 

r. Weissman. If you can help us in this area; yes. Our basic 
industry is anthracite. But we also do try to get other industries 
here. And with Mr. Kennedy, I concur in everything in Tom Ken- 
nedy’s statement, because he read it from his heart with his desire 
to alleviate unemployment in the hard-coal regions. 

Senator Neety. Mr. Weissman, you are apparently entitled to a 
vote of thanks for the service you are rendering. 

Thank you very much for your statement. 

Mr. Weissman. Thank you, Senator Neely. 

Mr. Froop. The next witness is Mr. Joseph A. McDonough, presi- 
dent of the Pennsylvania Federation of Labor. 

Senator Nrery. Please come forward, Mr. McDonough. 

(Discussion off the record.) 

Mr. Fioop. We will withdraw Mr. McDonough at this time and we 
will ask Min Lurye Matheson, district manager of the International 
Ladies’ Garment Workers’ Union to testify. 

Mrs. Matheson has done much in this effort in the area. There are 
thousands of the women of our community who are employed by the 
ee which she represents. And we are grateful to that 
industry in supplementing the incomes of our male workers who are 
employed little or who are not employed at all. And we do not know 
what we would do without this great industry. 
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We are very glad that she answers this call this morning. 
Senator Neety. We are glad to have you. 
Will you please proceed. 


STATEMENT OF MIN LURYE MATHESON, DISTRICT MANAGER OF 
THE WYOMING VALLEY DISTRICT, INTERNATIONAL LADIES’ 
GARMENT WORKERS’ UNION 


Mrs. Marurson. Senator Neely, I am pleased once again to appear 
before the Douglas subcommittee if only to emphasize the facts which 
i presented to you in Washington and to urge this committee to 
submit this bill to the Senate and have it passed. 

On January 4, I testified before this committee both orally and in 
a written statement. 

Senator Nrery. Mrs. Matheson, no one could ever forget you after 
hearing you testify. : 

Mrs. Marueson. I testified on conditions here in Wyoming Valley 
and on that occasion I dealt with some of the problems, economic and 
moral, facing families where men were unable to secure employment. 
I tried at that time to show how this situation affects a worker and 
I told the committee that in home after home men had left this valley 
in search of work elsewhere leaving their families here. 

I told them that in other cases, women had gone to work in fac- 
tories and the family life was turned topsy-turvy with the husband 
becoming the houseworker. Young men are also compelled to leave 
home in search of work or remain here in the morally destructive at- 
mosphere of enforced idleness. 

I claimed at that time that the need was urgent, that it was today 
that family life was being disrupted, and that it was today that steps 
should be taken to remedy it. 

I consider the bill that is before your committee one that is espe- 
cially designed to meet the needs of this community, first, because the 
people of this community have made, and are making, a great effort 
to bring in industry and to provide jobs for the men displaced from 
the mines and some textile plants that closed down. 

Under the provisions of this bill, I believe we would get the added 
assistance that would make the difference between an effort stopping 
just short of success and a completely successful rehabilitation. The 
two major industries in this area today are the mining industry 
employing men only and the garment industry employing 90 to 95 
percent women. 

The garment industry cannot take up the slack when coal mines 
close down. 

And the second feature of your bill, which seems tailormade for this 
community, is that section providing for vocational schools for train- 
ing or retraining of men for new industries, with the additional im- 
portant provision for payment of extended unemployment compen- 
sation during the training period. 

We have schools today for training help for garment factories. I 
regret to state that though these schools will train some men for our 
industry, it is actually no solution at all for the surplus male help in 
this area. What we need here are industries that are primarily indus- 
tries for men and schools that will train men for the tasks of those 
industries. 
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Your bill, as I said, covers both points. 

Now, for a moment in a lighter vein, I want to tell Senator Neely 
that in the musical review, “South Pacific,” our boys isolated on an 
island, homesick, and longing for the girls they left behind them, sing 
a song which told of their many troubles, but always returned to one 
refrain—there was nothing wrong with them that couldn't be cured 
hy the presence of a few American girls. 

Mr. F oop. I think the name of that song was “There’s Nothing 
Like a Dame.” 

Mrs. Marueson. That is right. 

So, if we wanted to recite today the troubles of our valley and the 
ills of our valley and the desires of our valley, the answer to everyone 
would be the same—“There’s Nothing Like a Job”—factories, indus- 
tries, that would provide jobs for men; that is the thing needed to 
cure our ills, 

The information which I submitted to you before, I received from 
members of our union. And in the audience here today, Senator 
Neely, are a number of such women from various sections of this 
valley who can tell you firsthand, or by close personal contact, how 
families have been affected by the lack of jobs for men. 

With your permission, Senator Neely, I would like to ask these 
women to stand up just for a moment. And if you have the time 
and care to ask them questions, I am sure they will be glad to answer. 

Will you please stand, ladies. 

Thank you very much for coming here this morning. 

Now, these women represent a cross section of our valley. And if 
we had the time, they could very graphically tell you what has hap- 
pened to their homes and their families and their men due to the 
unemployment in this valley. 

Senator Neely, I want to thank you again for allowing me to testify 
here and to convey to Senator Douglas again the gratitude and bless- 
ings of our women for this bill which he has introduced to the Senate. 

Senator Neety. Thank you for the inspiration you have provided, 
and also for what you have kindly said about the women you intro- 
duced. Let me say of you and them, as the Queen of Sheba said of 
Solomon, “The half has never yet been told.” 

Congressman Flood, who is your next witness ? 

Mr. Fioop. I wonder, Mr. McDonough, if you are ready to take over? 

Mr. McDonovuen. Yes, sir. 

Mr. Fioop. I am sure there is little need for me to develop the 
biography of Joseph A. McDonough. He is president of the Penn- 
sylvania Federation of Labor. And I take for granted you will 
agree that that title speaks for itself. 


STATEMENT OF JOSEPH A. McDONOUGH, PRESIDENT OF THE PENN- 
SYLVANIA FEDERATION OF LABOR (AFL-CIO) 


Mr. McDonoven. Thank you very much. 

I appreciate the opportunity of being here today. And I would 
sort of warn you, Senator, that the tone of my remarks and approach 
is more or less on the basis of poverty in paradise. I think that you 
will get sufficient statistical material to give you a very firm under- 
standing of many of the things that are of a distressing nature in the 
area here, 
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Senator Nee.ty. You may depend upon our doing our best to help 
you regain whatever your paradise has lost, and is presumably 
what you desire. 

Mr. McDonoveu. That is correct. 

And in connection with the merits of the Douglas bill—not that I 
would want to assume that I was an authority on that particular 
poe of legislation, because we are confronted with many pieces of 
egislation these days, and we cannot study the techniques of each 
individual bill—but as a representative for the AFL and the CIO 
and following an approval of the Douglas bill before our conven- 
tion recently, I thought that I would submit for you and your com- 
mittee’s consideration something in the form of a little story, as it 
were, dealing with this distressed area, and keeping in mind the 
things that are contained in the Douglas bill—construction, roads, 
highways, bridges, and all those things that would make for a better 
condition in this area. I think that central Pennsylvania suffered 
too from various economic misfortunes. Mechanization is one of the 
things that is bothering us here, meaning automation, of course. 

We are confronted with that. We have been confronted with some 
migration of industry from this particular area and other areas in 
Pennsylvania to some of the Southern States, which is not helpful 
to the situation. We have had a curtailment of unemployment 
brought about by many other reasons. 

In the textile and apparel industries, we have been hit rather hard. 
As I said before, I don’t want to go into a lot of statistics. I think 
that you are going to have too much of that perhaps today—well, 
not too much, perhaps, but a sufficient amount of it. 

You have had an opportunity here today prior to my arrival to 
get a feeling of the situation that prevails. And you may have had 
an opportunity to witness the desolution and the neglect which at- 
tends the buildings, the homes, the factories, and even the community 
buildings in and around this area. 

You have perhaps wondered what can happen to souls of men whose 
hands, once gainfully employed, are now idle. I have recalled to 
my mind that about a year ago one of our national magazines photo- 
graphed and illustrated in one of its issues what had happened up 
and around this area. In a photographic way they showed the men 
at home taking care of the children while the wife was working in 
the factory. 

He was doing the shopping, and so forth. In other words, we 
have had a condition here where the female and the mother who is 
to take care of the home is being converted to the extent now that 
the man of the house, as it were, is taking care of the home. 

Now, Senator, I have submitted for you and your colleagues what 
I think is a little story. I didn’t want to impose upon you for your 
time by reading every particular paragraph of my statement, but 
we are much concerned here in Pennsylvania about this entire situa- 
tion. And as a person who has had some experiences back some 20 
years ago with the good results of Public Works Administration for 
the construction of buildings and other things, I think it is about 
time that we here in Pennsylvania are getting some honest and sincere 
consideration. And we very strongly urge the passage of Senator 
Douglas’ bill. 





i, 


Pe ae 


a 


| 
| 


AREA REDEVELOPMENT 441 


Senator Neery. Thank you. Your statement in full will be printed 
in the record. 

Mr. Fioop. Thank you very much, Mr. McDonough. 

(The prepared statement of Joseph A. McDonough, president, 
Pennsylvania Federation of Labor (AFL-CIO) is as follows :) 


The Pennsylvania Federation of Labor, affiliated with the American Federa 
tion of Labor and Congress of Industrial Organizations, gratefully acknowledges 
the opportunity accorded it to make known its views regarding Pennsylvania's 
problems of unemployment and the economically depressed areas. 

It is not my intention to burden you with a recital of data and figures which 
would substantiate the assertion that in the Commonwealth of Pennsylvania 
there is considerable economic distress. Such information has undoubtedly 
been presented to you by others and particularly, by representatives of the 
Commonwealth and its respective departments, such as commerce, employment 
security, labor, and industry, et cetera. 

That there is economic distress in this State is something which no one can 
dispute. One-fourth of all of the larger areas with critical labor surpluses 
in the country are to be found here in Pennsylvania. One-eighth of the smaller 
areas in this country with such labor surpluses are likewise to be found here in 
Pennsylvania. 

And what these determinations (established by the United States Department 
of Labor and the Pennsylvania Department of Labor and Industry) do not show 
is the large number of small communities with labor surpluses which have not 
been listed because of their size or the statistical systems employed by those 
gathering this information. 

Unemployment in Pennsylvania is not new. We have known unemployment 
here for decades. This is perhaps due, in part, to the fact that the basic indus- 
tries in Pennsylvania have been part of an integrated economic picture. Our 
natural resuurces, coal and iron, have caused the development of an extensive 
railroad industry. 

Tied together with both of these are the large number of steel mills. A 
cutback in production of the steel mills has always resulted in unemployment 
in the coalfields and in the railroad yards. 

It is, therefore, ironical that our tremendous wealth in natural resources 
should at the same time be the source of such distress among the workers of 
this State and their families. 

The data which have been presented here have revealed to you, I am certain, 
the fact that even when unemployment throughout the Nation dropped, it was 
still higher in Pennsylvania than in most other places. You, undoubtedly, have 
been made aware of the fact that such unemployment has generally been 
eoncentrated in a number of areas involving the coalfields and the railroad 
centers. 

Pennsylvania has, suffered, too, not only from varying economic fortunes but 
from industrial progress. Mechanization and automation have produced in this 
Commonwealth a situation in which increases of a substantial nature in produc- 
tion have been accomplished with fewer employees. 

The situation in our Commonwealth today represents a continuing and de- 
veloping trend. Unless ways and means are found to provide new and different 
employment, we can look forward to growing unemployment and an increased 
number of economically distressed areas. 

In addition to curtailment of unemployment brought about by mechanization, 
automation, and fluctuations of economic activity, we here in Pennsylvania 
have suffered unemployment as a result of the loss of industries to other areas 
outside of the State which have offered unfair economic advantages usually 
at the expense of the communities and the citizens of such areas. 

In the textile and apparel industries, as well as others, we have observed 
with no little alarm an exodus due to such “pirating” activities of out of State 
communities. 

Whatever the cause may be, unemployment is a stark reality in many of 
our communities. Whether because of automation or pirating, many of the 
unemployed in these economically distressed areas have long since exhausted 
their rights to collect unemployment-compensation benefits and have become 
recipients of relief—‘“clients” of our public-assistance offices. 

I have said that I did not want to present statistics to this subcommittee. 
I want to rather convert the coldly stated figures into a concept of men, women, 
and children. 
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I want to translate for you the markings on our map into pictures of forlorn 
and abandoned communities. 

You may have had an opportunity to observe for yourselves the appearances 
of our so-called economically distressed areas. You may have had an oppor- 
tunity to witness the desolation and the neglect which attends the buildings, 
the homes, factories, and even community buildings of these communities. You 
may have observed the poor condition of the streets themselves. It would 
almost appear that sunlight never penetrates the solemn, unhappy atmosphere 
of these cities and towns. 

Perhaps you have contemplated the quality and quantity of community service 
and activity in such places. You should not, therefore, be surprised to know 
that in many of these communities, children are taught in schools by teachers 
who have not been paid for months. Repairs and renovation of the school 
buildings have been long overdue. 

And perhaps you may have wondered what can happen to the souls of men 
whose hands, once gainfully and skillfully employed, are now idle. 

Such is our problem and I want to record here with gratification that our 
young Governor, Hon. George M. Leader, has bravely been advocating (without 
much success, however) an effective, ambitious program to combat these evils 
and to alleviate this distress. 

My purpose in coming before you today on behalf of the Pennsylvania Fed- 
eration of Labor and the Pennsylvania Industrial Union Council (both or- 
ganizations being affiliated with the AFL-CIO) is to support as strongly 
as I can the proposals contained in Senate bill 2663, known as the Douglass 
depressed-areas bill. 

I want to, on behalf of both organizations I have the honor to represent here 
today, join with the others in endorsing the individual provisions of this pro- 
posed legislation. 

The problem in Pennsylvania, like the similar problem affecting other States, 
is one which we ourselves, by ourselves and with our own resources, cannot 
solve. ; 

We have in many of our own communities witnessed the energy with which 
local citizens alerted to the danger have organized in an effort to attract new 
industries. 

I myself have attended any number of meetings in which we have endeavored 
to provide a ray of hope and cheer in the face of such economic unhappiness. 
For the greater part, such activities with notably few exceptions have been 
little more than “rallies” and “pep” meetings. Notwithstanding their good 
intentions, these heroic citizens have been unable to make any impact upon 
the structure and pattern of our complex economic system. 

The Pennsylvania Federation of Labor is opposed to pirating and to the general 
practice which results in alleviating distress in one community while creating 
such distress in another. 

What is required is a well-organized, well-administered national program 
dealing with a national industrial situation, which would enjoy the complete 
cooperation of the respective States and the respective communities that are 
involved. 

Such a program is contemplated by 8S. 2663. 

This Federal assistance, which we advocate and which is offered by this bill, 
would provide technical aid, public contract priority, assistance in obtaining 
loans, rapid tax amortization, public works grants, vocational retraining, and, 
most important, supplementary unemployment compensation for displaced 
workers whose benefits have already been exhausted. 

Finally, permit me to leave with you this one thought. The communities 
which have been established in these areas, generations ago, are composed of 
homes and institutions. They contain the dead and the unborn. No one ser- 
iously can suggest that these communities be abandoned. That families shall 
leave behind their heritage in search of employment opportunity elsewhere. 

The American people have much know-how. We have been able to solve 
the difficult problem with only a little trouble. The impossible problem has 
only taken us a little longer. 

We have shown the world that we have been able to do in far-off lands, de- 
stroyed by the ravages of war, where with planning and supervision and Amer- 
ican financial assistance we have helped whole nations re-create and reconstruct 
economic systems as well as communities from the bottom up to a point where 
such assistance may no longer be necessary in the very near future. 
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I submit that with equal motivation we can do at least as much for the dis- 
placed workers and their families in the distressed areas in Pennsylvania and 
in the other States of this country. 

Mr. Fvioop. The next witness, for many years an official of the CLO, 
and, incidentally, a native, a well-known Me eg formerly of 
this city, is Mr. Joseph Walsh, now with the AFL-CLO organization. 
He will testify further following Mr. McDonough. 

Mr. Joseph Walsh. 


STATEMENT OF JOSEPH WALSH, OF THE AFL-CIO 


Mr. Watsu. Senator, before I start my brief summary, I would 
like to point out that it is significant that in your hearing in Johns- 
town yesterday, both the AFL and the CIO in Pennsylvania were 
represented by our secretary of the Pennsylvania CIO Council, Harry 
Block. Brother McDonough and I represent officially Harry Boyer, 
the State president of the Pennsylvania ClO oneal, I think it is 
indicative of the trend of the times, and it is all to the good, we all 
think, that both branches of labor in the preparation for your com- 
mittee have worked together. 

Now, President Boyer would like to point out to your committee 
here that in the whole country there is no State more deserving of 
the kind of support and help that this bill will provide than the State 
of Pennsylvania. And nowhere in Pennsylvania is the need greater 
than in the three areas that you are visiting—Scranton, Wilkes-Barre, 
and Hazleton. 

It is significant that the Scranton-Wilkes-Barre-Hazleton region 
has been on the Federal list of surplus labor regions since the list 
started about 5 years ago. That there are only 3 on the entire list of 
some 14 in the Nation that have been over 12 percent—Lawrence, Mass., 
being one, and our neighbors in Scranton, and here in the Wilkes- 
Barre-Hazleton region being the other two. 

We also would lke to point out that this community and the other 
two adjacent communities have really made a magnificent effort of 
trying to pull themselves up by their own bootstraps. And in the 
Scranton Life plan, the Wilkes-Barre industrial fund, and even down 
in Pottsville, this eommunity effort to provide means of employment 
in factories has been shared in by the oie unions without distinction 
not only out of their own treasury but out of their own pockets. 

Another point that we would like to emphasize as we do in the brief 
which we are submitting here for President Boyer is that the erroneous 
impression is given elsewhere in the country that they are just common 
laborers around here. 

Now, to offset that story a survey made last October by the Bureau 
of Employment Security in Pennsylvania shows the true fact is that 
approximately 20 percent of all the unemployed have skills, are really 
skilled workers. In the 14 areas in which you are concerned now in 
Pennsylvania there is a grand total listed as of last October of about 
71,179 unemployed, of whom 15,000 or more had skills; 17,354 had 
semiskills, and the other 32,959 were unskilled. The three areas are 
very important—Johnstown, which you visited yesterday, Wilkes- 
Barre, and Scranton. 

In relation to the skilled and the unskilled workers, the total for 
those 3 areas as of last October was 30,131, of whom 6,310 were 
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skilled, 8,074 were semiskilled, and 5,004 were unskilled. The re- 
mainder surveyed were grouped in other categories, such as service, 
professional, and so forth. 

The retraining program of this bill appeals to a lot of people because 
with the number of semiskilled who might be trained into a skilled 
job and the angle that an additional 13 weeks’ unemployment com- 
pensation is made available by the Federal Government is one of the 
points for which we are very strongly in favor of the bill. 

Now, in conclusion I would like to point out also that indicative of 
the need for this kind of legislation is the fact that the distribution of 
Federal surplus food today has reached the peak in Pennsylvania 
because largely of the community effort made by various groups, 
including the trade unions. 

The CIO community services committee for almost 2 years has been 
concentrating on trying to develop an efficient program in conjunction 
with the State and local authorities to make food available to the 
unemployed and the families on relief. I think it is typical that in 
the 56 counties of the 67 in this State, where the surplus food program 
has been in operation—people have been participating in it—as of last 
Monday, February 6, there were 889,000 people registered as eligible. 
Now, the fact that 

Mr. Fioop. May I interrupt to point out, Mr. Walsh and Mr. Chair- 
man, that in this county, in Luzerne County alone, as of last week, 
Senator, there are over 60,000 people participating in the surplus 
food out of a population of 380,000. 

Mr. Watsu. Furthermore, Congressman Flood and Senator Neely, 
the accurate figure is that 2314 percent of the entire surplus food bill 
going out in the Nation is going into Pennsylvania. And it is sig- 
nificant also that Pennsylvania is third in population, according to 
the 1950 census, and we represent in Pennsylvania only 6.97 percent 
of the United States total population. 

And yet we get approximately a quarter of the surplus food. I 
won’t take the committee’s time any longer here to read this statement. 
But in our brief you will find a statement showing how the areas of 
depression in this Scranton-Hazleton-Wilkes-Barre-Altoona-Johns- 
town area, and the rest of the area, receive the surplus food into those 
areas, 

We also notice in the bill that there is a provision to even facilitate 
the distribution of surplus commodities. President Boyer and the 
Pennsylvania CIO Council welcome this opportunity to testify before 
your committee, and we certainly hope that the lawmakers in Congress 
do not waste too much time, so that we can get going. 

Thank you. 

Senator Nreety. The hope that you have just voiced is, in my 
opinion, shared by millions of the American people. 

Mr. Boyer’s entire statement will be printed. 


(The prepared statement of Harry Boyer, president, Pennsylvania 
CIO Council, AFL-CIO, is as follows :) 


As president of the Pennsylvania CIO Council, affiliated with the AFL-CIO 
representing 700,000 workers in this State, I am happy to be able to present our 
views to this committee of the United States Senate in support of Senate bill 


2663, introduced by Senator Douglas and seven cosponsors, entitled “The De- 
pressed Areas Act.” 











Ff 
§ 
% 
Fi 
. 
. 


AREA REDEVELOPMENT 445 


Nowhere in the United States is the need greater for the kind of beneficial 
legislation proposed in S. 2663 than here in Pennsylvania, and nowhere in this 
Keystone State is there an area more in need than in the Wilkes-Barre-Hazleton 
and Scranton region. 

May I say at the start, too, that nowhere in the Nation is there any community 
that has tried harder to pull itself by its own bootstraps to overcome the deaden- 
ing effects of declining industry which has brought chronic unemployment. In 
all three communities here, every element of the population joined to form in- 
dustrial development organizations to provide factories for firms with emphasis 
on creating jobs for men. 

Our unions and those otherwise affiliated have been active and enthusiastic in 
supporting these community industrial development programs. Unions have 
contributed into the fund from their own treasuries, and officers and members 
have assumed their proper share as individual contributors. Union officers and 
members have also taken places on fund-raising committees and in the admin- 
istration of the funds. 

Some degree of success has been achieved in Scranton, Wilkes-Barre, and 
Hazleton in erecting buildings worth many millions of dollars and in providing 
jobs for thousands of workers in Luzerne and Lackawanna Counties. The 
Scranton plan, launched soon after the war and later known as Life, received 
nationwide publicity and deservedly so. Wilkes-Barre and Huzleton may not 
have been featured as widely in national magazines, but each community, as wel! 
as Pottsville, did a magnificent job of trying to help themselves with their own 
limited finances. 

However, even after years of valiant effort by our local communities to raise 
themselves, literally, by their own bootstraps, it is evident that more help is 
needed. 

Despite all that we have done and the beneficial impact of our greatest nation- 
wide boom, the Scranton and the Wilkes-Barre-Hazleton areas still appear 
regularly, month after month, on the Department of Labor’s listing of the major 
substantial labor-surplus areas in the United States. 

In fact, these two areas have appeared on the Government list for over 5 years, 
which is as long as this listing has been compiled. Even more, of the 16 major 
labor market areas in continental United States which are listed today as areas of 
substantial labor surplus, only 3 are identified as continuing to suffer unemploy- 
ment in excess of 12 percent of the labor force. Lawrence, Mass., is one of them. 
Seranton and Wilkes-Barre are Nos. 2 and 3. 

Despite the noble effort of our local citizenry and despite the laudable pro- 
gram of aid which Governor Leader is trying to enact in the State legislature, 
it is clear that the time has come for the resources of the Federal Government 
itself to be mobilized in a nationwide effort to finally eradicate the cancer of 
chronic area distress. 

Let us consider several aspects of the proposed Douglas bill to aid distressed 
areas throughout the United States which would provide much needed assistance 
in the Wilkes-Barre and Scranton areas. 

We are interested in and strongly support section 15 of the proposed law 
which provides for suitable retraining and vocational education for the unem- 
ployed residents of economically depressed areas. 

This will be of utmost value in several areas of Pennsylvania where dominant 
industries, such as coal and coke, have been declining and in others where the 
effects of automation have already become evident. 

However, we feel that an erroneous impression has been created that the vast 
majority of the idle in surplus labor market sections of this State are just com- 
mon laborers. Evidence that this is not true was provided by a survey made 
last September by the Bureau of Employment Security. 

This shows that more than 20 percent of the unemployed in the 14 major areas 
of distress who were registered with the Bureau of Employment Security actually 
are skilled workers. There must be many other idle workers not registered. 
The survey shows an even larger number who are listed as semiskilled. 

The Bureau reported that of the 71,179 listed as unemployed in the 14 areas 
classified as having substantial labor surplus, 15,073 were skilled. Another 
17,354 were semiskilled, and 32,959 were termed “unskilled.” In other cate- 
gories, such as clerks and sales people, professional, services, and agricultural, 
there were 5,793. 

In the five major metropolitan areas of surplus labor districts in which the 
Bureau’s survey was made, there are vast pools of capable workers with skills 
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and special training who are awaiting opportunities to contribute to the economy 
of the Nation and to maintain themselves and their families. 

Figures for three of these areas are quite significant and are as follows: 

Johnstown: total, 6,826; skilled, 1,104; semiskilled, 1,232; unskilled, 1,715; 
other categories, 2,775. 

Wilkes-Barre: total, 15,232; skilled, 3,582 ; semiskilled, 4,607 ; unskilled, 1,985; 
other categories, 5,058. 

Scranton: total 8,073; skilled, 1,624; semiskilled, 2,235; unskilled, 1,304; 
other categories, 2,910. 

Total figures for these three major areas of distress were: total unemployed 
registered, 30,131; skilled, 6,310, semiskilled, 8,074; unskilled, 5,004; other 
categories, 10,743. 

Figures for the other two major areas surveyed are: 

Altoona: total, 2,894; skilled, 336; semiskilled, 601; unskilled, 417; other 
eategories, 1,354. 

Erie: total, 5,900; skilled, 559; semiskilled, 991; unskilled, 2,451; other cate- 
gories, 899. 

Other Pennsylvania communities included in the survey as being areas of 
surplus labor but to a lesser degree than the five major areas were: Pottsville, 
Uniontown, Berwick, Clearfield, Indiana, Kittanning, Lewistown, Lock Haven, 
and Sunbury. 

We are especially encouraged by the provision in the Douglas bill that supple- 
mentary unemployment compensation payments will be paid for 13 weeks by the 
Federal Government to unemployed workers while they are receiving vocational 
retraining to prepare them for new jobs. 

Too often displaced workers whose skills are no longer utilized by new 
employers are forced to accept low-paid, downgraded jobs. 

Under the Douglas bill, these workers would continue to receive unemploy- 
ment compensation payments and their families would thus be supported while 
the breadwinner is helped to prepare himself for adequately paid skilled and 
semiskilled employment in new enterprises. 

Among our members in Pennsylvania, these provisions of S. 2663 will come 
as a blessing, particularly in communities where the textile industry has waned 
or disappeared. With continued evidence of what atomation will mean to 
workers in other industries, including steel and electrical machinery and elec- 
tronics, we can predict that such provisions of the proposed law offer re- 
assurance and hope to thousands of our members who may be currently em- 
ployed but who are uneasy as to what the future may bring. 

Section 17 of the bill amending a part of the Agricultural Act of 1949 to make 
surplus food available in distressed areas is of particular interest to us. 
Through our CIO Community Services Committee, our officers and members all 
over the State for almost 2 years have carried on an efficient program in con- 
junction with State and local authorities to make such food available to the 
unemployed and the families on relief. 

Some idea of the extent to which this Federal surplus food has been dis- 
tributed to needy families can be had by considering the recent statement from 
the State capitol that almost one-fourth of all the surplus food distributed by 
the Federal Department of Agriculture is going into Pennsylvania. 

The 1950 census shows that this State ranks third in population, and we have 
6.97 percent of the total United States population. 

With the cooperation of the CIO Community Services Committee and other 
labor unions, surplus-food distribution has only recently been extended into the 
Wilkes-Barre and Luzerne County area, where more than 60,000 people are 
expected to qualify for its use. 

As of the first of this month, a total of 180,360 people in the 5 most distressed 
areas of this State have been registered for surplus food. 

In the 56 counties of Pennsylvania participating in the food distribution as 
of last Monday, 889,000 people were registered as eligible recipients. Total 
quantity distributed in the Nation by the Department of Agriculture for the 
fiscal year ending last June 30 was 200 million pounds, valued at $61 million. 
Pennsylvania’s share of this food was 47 million pounds valued at $16 million. 
This represents 23.5 percent of the entire distribution in continental United 
States. 

Compared to this widespread use of surplus food in Pennsylvania, according 
to Federal reports, Ohio received only 3 million pounds valued at $1 million. 
New York received none and New Jersey got 358,000 pounds valued at $124,000. 

In the South, Alabama led with 30 million pounds worth $8 million, and 
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Arkansas got 7 million pounds. Kentucky, with 20 million pounds, received 
less than half the quantity distributed in Pennsylvania. 

Clearly the tragedy of chronic area unemployment cannot eradicate itself 
Even in the midst of an unprecedented national boom, this local distress has 
not evaporated. Even with the most noble local bootstrap effort—in which 
labor has fully participated—adequate jobs to meet local needs have not been 
created. 

Today the help of the Federal Government, as well as of the States and 
localities, is sorely needed if our areas of chronic labor surplus are to be 
restored to economic health. 

It is the view of the organization I represent that passage of the Douglas bill, 
S. 2663, is now urgently needed. 

Under its provisions, our distressed Pennsylvania communities could secure 
Federal loans and grants for plant construction and the improvement of public 
facilities. Besides, employers would receive accelerated tax amortization to 
encourage new investment in depressed areas. 

Furthermore, enterprises in these areas would be given special consideration 
in the negotiation of Federal procurement contracts. Also, this great bill would 
specifically preclude any form of Federal aid to any runaway shop or enterprise. 

But the Douglas bill goes further. It would provide direct aid to the dis- 
placed workers themselves through extended unemployment compensation pay- 
ments during periods of vocational retraining, improvement in the distribution 
of Federal surplus commodities, and by other means. 

It is our view, in conclusion, that none of these proposed Federal aids can be 
dispensed with ; in fact, there are no doubt additional ways in which substantial 
assistance should be provided. 


Surely it is time that this great and rich Nation looks to its own areas of 
distress and shapes its own point 4 program to meet the situation. 

We heartily welcome this committee of the United States Senate to Penn 
sylvania. We know that you will study our problem closely. And we are con- 
fident you will return to Washington and help us. 

Mr. Fioop. The next witness is Mr. Sol Stetin, director of the New 
Jersey-Pennsylvania-Delaware region of the Textile Workers Union 
of America. 

And as I mentioned before, you are aware that the contribution in 
a lifesaving sense as well as now a basic industry to this area of the 
textile workers is a matter of record and a matter of history for which 
we in this area are particularly grateful. 

Mr. Stetin. 


STATEMENT OF SOL STETIN, REGIONAL DIRECTOR, NEW JERSEY- 
PENNSYLVANIA-DELAWARE REGION, AND VICE PRESIDENT OF 
TEXTILE WORKERS UNION OF AMERICA 


Mr. Srerry. Senator Neely, I sat by when you delivered an excellent 
address to the convention of the Textile Workers Union of America 
a couple of years ago. 

Senator Neety. Thank you. That must have been in Atlantic City. 

Mr. Sretrn. That iscorrect. And I hope you will come there again, 
because we have been very pleased with the work you are doing in the 
Senate. 

Naturally, we support the bill. However, we think that in some 
ways it ought to even go further. I come out of the textile industry; 
I have worked on the machines and am now a union official. Our in- 
dustry has really been hard hit. The State of Pennsylvania has suf- 
fered from one of the highest rates of unemployment among the more 
industrialized States of the Nation. 

In 1955 the unemployment rate for Pennsylvania was 5 percent, 
compared to an average of 314 percent for the United States as a whole. 
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Only one other highly industrialized State, Rhode Island, had a 
higher unemployment rate than Pennsylvania, The decline in the 
textile industry has been a major factor in depressing the economy of 
this State. The number of production workers employed in Pennsyl- 
vania’s textile mills has declined steadily in the past 5 years. 

In 1950 there were 121,500 workers in this industry. At the end of 
1955 we find only 80,400 workers—a drop of more than one-third. 

And in the country as a whole, the figures indicate that in 1948 there 
were 1,280,000 employed; in 1955 we find less than 950,000. Three 
hundred and thirty thousand jobs have been liquidated. 

We haven’t had the problem of automation that other industries 
are having. We have called it mechanization. But it has meant the 
same thing. The number of textile mills and workers affected by mill 
liquidations in the State during the past 4 years are as follows: 

In 1952 there were 30 plants ‘quidated, employing 5,500 workers. 

In 1953 there were 22 plants, employing 4,200 workers. 

In 1954 there were 37 plants, employing 7,200. 

And in 1955 there were 39 plants, employing 5,100. 

Here is an example of some of the liquidations we have had, the 
great Burlington Mills chain, one of the nonunion, antilabor operators 
in the South took over a mill in Allentown employing 1,100 workers. 
Within a year or two, they liquidated the General Ribbon Mills. 

The Celanese Corp., a big company, liquidated its weaving plant 
in Williamsport, Pa., which employed about 900 workers. 

The Susquehanna Mills in Sunbury, employing about 900 workers, 
was liquidated. The Sthli Co. in Lancaster, Pa., a firm that one time 
had 2.000 workers, when it liquidated it had 500. 

In Marcus Hook, the American Viscose Co. reduced its operations 
from a norm of 1,800 to around 350. 

In the area in which I live, in Paterson and Passaic, in 1950 there 
were 30,500 textile workers employed in that area. In 1955, there are 
only 15.000 workers left. 

A mill like the Botany Mills in Passaic—some of you have read 
about Botany 500—used to employ 6,000 workers. The plant has been 
liquidated. 

The Gera Mills in Passaic, employing 2,000 workers, has been 
liquidated. 

Weatanaiils in that area, which is not true in this area, there is a 
huge aircraft plant like Wrights; there is a plant like the huge Ford 
Co. plant; there is the big Dumont plant. And many of our people 
fortunately have been able to get jobs in these other heavy-industry 
plants. The older workers, however, have lost out altogether. 

But in this area, you don’t find that same problem. The Wilkes- 
Barre-Hazleton area has been hard hit by mill closings. One com- 
pany, the Duplan Corp., which employed 4,200 workers in the Wilkes- 

arre-Hazleton area, closed three plants and is operating its remaining 
plants at a small fraction of its capacity. More than 3,200 Duplan 
workers in this area have lost their jobs. 

Senator, if I may, there are 3 workers here, 1 of whom is working 
in a factory and 2 others who are unemployed, who have brief state- 
ments they would like to make. I think it is important that they 
make them, And the first person I would like to call on is one who 
is still employed, Earl Besteder, who is employed at the present time 
in Hess-Goldsmith in Plymouth, a textile mill. 
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Will — make your statement, Mr. Besteder. 
Mr. Fioop. Where are you from ? 


STATEMENT OF EARL BESTEDER, PLYMOUTH, PA. 


Mr. Besreper. I am from Plymouth, Luzerne County. 

I am employed at Hess-Goldsmith, Atwater Division, a textile mill. 
And it is pretty rugged for anybody that works there in the textile 
industry. The lowest paid rate in the textile industry is $1.16 per 
hour. I am a man with three children, and so on and so forth. Of 
course, there are more than I with more children. They are getting 
the same amounts. 

After all, gentlemen, you will go into work, and you are liable to 
go in today and they will say there is no work. Well, they won’t say 
there is no work; they have to, according to your contract, give you 
4hours. Thatisit. In other words, you are working from day to day. 

And of course, gentlemen, I am telling you if these industries really 
would get into this locality, we men in the bracket of 40 years old would 
appreciate it. 

Now, it is up to you gentlemen. I mean you Congressmen and 
Senators, and so on and so forth. Don’t think we wouldn't appreciate 
that. I mean that goes for the coal companies, and anybody in that 
bracket. 

I am just in the bracket where I have a wife and three children. 
I am not ashamed of it. I don’t think any man is. But you take 
when you are in that bracket and you go to work, and you just go in 
just get 4 hours per day, I think that is pretty tough, gentle- 


and you 
men. That not only calls for me but it calls for all the industries 


around here. 
Senator Nrety. Do you think that the importation of textiles has 
been an important factor in causing the distress? 
Mr. Besreper. I couldn’t answer that question, Senator. To tell 
you the truth, I am not familiar with that. But I imagine if you got 
igger industries in here, speaking for the majority of the men, that 
is, the men in my bracket, for a little more wages, I mean per hour. 
T think, of course, the textiles really are hit in this community. As 
I said before, it really is up to the Senate and the Congressmen. 
Senator Nrety. What percentage of the workers are now employed ? 
Mr. Besreper. About two-thirds, sir. 
Senator Nrety. What is the other third doing? 
Mr. Besteper. Unemployed, sir. 
Senator Neety. Entirely unemployed? 
Mr. Besteper. That’s right, sir. 
Seantor Neety. Off the record. 
(Discussion off the record.) 
Mr. Stern. I would like to continue now with Stanley Chepel. 
Mr. Fioop. Where are you from? 


STATEMENT OF STANLEY CHEPEL, WILKES-BARRE, PA. 


Mr. Curren. Wilkes-Barre, Mayflower section. | 
I have been working in the textile mills for the biggest part of my 
working years. I worked formerly at Fernbach Throwing Co. for 
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close to 10 years. I was laid off in 1953. I have been idle now since 
1953. That is close to 3 years. 

In that time I have been able to pick up spare work, like helping 
contractors and a few other people. But nothing steady; nothing 
steady at all. There is nothing in this valley to get steady. And if 
it wasn’t for my wife working, I don’t know what I would do. I 
would appreciate it if something could be done for this valley. It is 
a shame for the woman of the house to be working and the man doing 
the housework. It is not right. 

Senator Neety. We hope that this hearing will help to speed the 
solution of this distressing problem. 

Mr. Curren. I hope so. 

Senator NEELyY. Thank you, Mr. Chepel. 

Mr. Srettn. The last one is Peter McMahon, formerly employed at 
the Fernbach Throwing Co. 

Mr. Fioop. Where are you from, Peter? 


STATEMENT OF PETER McMAHAN, GEORGETOWN, PA. 


Mr. McManon. I am from Georgetown, Luzerne County, formerly 
of Fernbach Throwing Co. 

Iam quiteshaky. I don’t mind admitting it. I speak as the father 
of seven children. 

Senator Neety. How old is your oldest child ? 

Mr. McManon. My oldest is 11, and my youngest is 4 months. 

Senator Nrety. In view of their age, they are, of course, all depend- 
ent upon you. 

Mr. McManon. Yes,sir. And at present I am engaged in door-to- 
door canvassing. And the man that knocks on the door is the man 
that sees what conditions are in this valley, or any other valley. In 
some areas 99 percent of the people who answer the door are men. 
My wife won’t be home until quarter of 4, quarter of 5, or whatever 
time she quits work. Many times I knock on doors, and the man 
comes to the door with an apron on. I have seen them come to the 
door with a dirty diaper in his hand. Iam speaking thetruth. I am 
no authority on this bill that is pending in Washington, but I can say 
this without hesitation: That I do not think the problems of this val- 
ley can be solved by bringing in any industries that are chased out of 
any other area. What we need are industries in this valley that will 
put the father to work and leave the mother stay home and raise the 
children, take care of the children. 

Thank you, sir. 

Mr. Stretin. Largely as a result of mill liquidations, textile employ- 
ment in the Wilkes-Barre-Hazleton area has been reduced from 8,050 
in October of 1950 to 4,650 in December of 1955, a decline of 40 percent. 

Since this contraction is not a temporary one, the communities 
affected require substantial assistance and planning for industrial 
revival. According to the latest report of the Pennsylvania State 
Employment Service, there were 16,450 unemployed in the Wilkes- 
Barre-Hazleton area alone in November 1955, more than 11 percent 
of the civilian labor force. The bulk of the unemployed in this area 
have been out of work for more than 6 months. 
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Only 7,099 of the 16,450 unemployed, or less than half, were eligible 
for unemployment compensation in mid-November. ‘The high rate 
of exhaustion of benefits in Pennsylvania is indicated by the fact that, 
as of September 1955, almost 35 percent of all insured beneficiaries 
in the State (with benefit years ended July to September) had ex- 
hausted their benefits. And this compares with an exhaustion rate 
of 26 percent for the Nation as a whole. 

I just got the following information: In 1955, 11,135 workers 
exhausted their unemployment compensation rights in the Wilkes- 
Barre-Hazleton area alone, 

Now, the textile industry is a big section of the communities in both 
New Jersey and Pennsylvania. 

I think that unless the Federal Government enters into a program 
of national planning and assists the communities to rehabilitate them- 
selves, this condition is going to get worse. I know that in the Penn- 
sylvania-New Jersey-Delaware region in which I work, I find very 
little interest on the part of the banking and the financial interests in 
maintaining the textile industry. Why! Because there has been 
competition? Well, I think that there is an obligation of both the 
Government, Federal and State, and our communities, our public 
officials, our financial interests, to help the small-business men expand 
their operations, to become more efficient, to get new equipment. 

But I sense a lack of desire on the part of the business and financial 
interests to promote the textile industry. And for that reason, not 
only should this bill help bring about new industry, but there should 
be money made available to the employers who have these small mills 
to expand their operations and to get new equipment, because we are 
going through a period of mergers in the textile industry which are 
very, very serious. We find mills being bought over by the big com- 
panies and liquidated. And that particular business, or the sales, are 
just transferred to another section of the country. 

These big companies with their joint pricing policies are squeezing 
out the little fellows. And we in the Textile Workers Union want 
to cooperate with these little manufacturers. But we believe that 
they need some financial help to encourage them to expand their 
present operations in addition to bringing in new businesses. 

Now, it is very significant that the Secretary of Labor recently 
recommended to the employers that they do something about hiring 
men over 45 years of age. 

Well, it is a joke. We all know it. Everyone of us in this room 
knows that when any employer from another section comes into this 
community looking for people, they don’t hire anybody over 50. They 
only hire young people. That is the experience. And while it is nice 
to say to the employers that they ought to hire older people, the only 
way older people are going to be hired is when we have a full employ- 
ment economy. And I am hoping that this bill will move into the 
direction of getting our people back to work, because only with full 
employment will the average employer hire the older people. Espe- 
cially with respect to the liquidation of these old textile mills, it is the 
older people who are hurt the most. 

Wehad a mill go out of business in Lancaster, Pa. Ed, you remem- 
ber the Stehli Co—500 workers. Over 10 percent of those 500 work- 
ers, over 50, were over 65 years of age. And it is very, very difficult 
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for these people to get another job. It is significant that the pro- 
ductivity of the older people is lost. A part of it is lost when they go 
to a new plant. 

They are used to the old operations. And it is a serious problem 
that is affecting the mental eppeench of our citizens in this country. 

The growing industries in this scanty are not employing any of 
the people over 45 or 50 years of age. It seems to me that the only 
time we really have no problem of employment—and they will take 
anybody then, whether he has 1 arm or 1 leg, no matter how old he is— 
is during wartime. They will 9 everybody on a machine, when 
other people are working on machineguns killing other people. 

And it seems to me that the purposes of the full-employment law 
which was proposed by President Roosevelt and put into effect finally 
under President Truman, calls for the principle that it is the duty of 
the Government to help out any distressed areas despite the fact that 
some people in a distressed area may say, “Well, it is humiliating to be 
considered a distressed area.” 

That is like people among our own people used to say: “Well, 
it is embarrassing to have to go and get money from the DPA.” But 
when you are down and out, you certainly have to do it. There is 
one other thought I would like to leave with this committee. And 
again it is the use of finances to help industries grow—new industries 
and old industries. 

I was very much impressed with Governor Meyner, who proposed a 
committee to meet with the Governor of Pennsylvania and the Gov- 
ernor of New York to develop multiple-purpose dams so we can have 
(1) palatable water, (2) flood control, and (3) electric power—the 
use of the resources of the Delaware River in order that we can have 
something to compete with the high utility rates that are being charged 
by the utilities in this State that makes it difficult for the employers, 
especially the small employers, to meet the competition of the South. 

And I say that if we could have cheaper power, I think that would 
be a big factor in maintaining industry in this area. I was told the 
other day—I don’t know how true this is—but I checked with a couple 
of People, and it seems to be true that when a miner is unemployed 
and he goes for a job in some textile mill or some garment shop or 
whatever it may be in this entire area, they X-ray him to find out 
if he has a lung condition. And if he has a lung condition, they don’t 
employ him. 

Well, we know how difficult it is in the mines. They tell me that 
one worker got a job in Buffalo, and a few years later they learned that 
he had a lung condition, and they fired that particular person. 

I say it is highly unfair. And it is a shame that that type of thing 
should happen. There is just one more thing I would like to mention. 
I picked up a newspaper clipping this morning; a local newspaper. 
And William B. Healy, of the Luzerne County Prison, declared last 
night that crime has developed into the second Balak business in this 


Nation. It stands second only to national defense, and it costs the 
American public better than $20 billion a year. 

Senator Neely, I submit to you that the problem of unemployment 
is creating the highest mental illness we have ever had in this country. 
I say that the crime rate that is being increased, the juvenile delin- 
quency that is being talked about all over the country and is now 
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mentioned by the warden of the prison in this area, indicates that we 
have got a serious problem as a result of unemployment. 

I know that you have gotten all kinds of programs. You have had 
John Edelman and Sol Haskin and a lot of our textile people come 
before your committee. I have got all their briefs. We have been 
pushing a program for this for the last 5 years. We believe that there 
needs to be a public-works program. We believe the problem of unem- 
ployment must be decreased and that Mr. Eisenhower’s proposal to 
the States that they pay two-thirds of the wages in sedaeliebenes 
benefits be put into practice. I think the payments have to be extended 
beyond the meager 6 months that we have today. 

And I like your program of training sealiouio: In addition, we 
are giving away today some food; and I submit, Senator, that we 
should also give away some clothing and some coal to the people who 
need it. And I don’t think we need to be ashamed of doing that. 

We have already proposed something similar to what has been 
proposed by the coal industry. And that is that there be a commis- 
sion set up composed of industry, public, and labor representatives. 
Here is an industry that employed 1,300,000 textile workers. An 
agency in Congress to do something about this particular problem is 
what 1s needed. 

Just one final word. And this is quoting from an editorial. Senator, 
18 months ago, the New York Times, on June 7, 1954, had the follow- 
ing editorial : 

The textile unions have sought to cooperate in increasing the efficiency of the 
industry and the productivity of its workers. But the industry has been losing 
ground in the face of competition from imported fabrics, synthetics, and non- 
union producers in the South. It is clear that no general upturn in the economy 
will automatically restore the prosperity of the mines or the textile mills. The 
sooner the administration, the Republican administration under the leadership 
of Eisenhower, gets together with management and labor in these industries to 


seek answers to their basic problems the sooner remedial programs can get 
underway. 


And while I think that yours is only a stopgap measure, I think it 
d Se 


will help; and I am glad to see that you an 
others are pushing this program. 

Thank you very much for giving me this opportunity to speak to 
you. 

Senator Nrety. Thank you for your statement. 

(Discussion off the record.) 

Senator Nrety. Please call the next witness. 

Mr. Fioop. The next witness, Mr. Chairman, is the secretary of the 
department of commerce of the Commonwealth of Pennsylvania. I 
might say I knew this gentleman, as did you, when he was assistant 
to Secretary of Commerce Sawyer in Washington. And he is now 
secretary of commerce to the present State administration here in the 
State of Pennsylvania. 

I might at this time add that a bill in the nature of a companion 
bill has been introduced by the State administration in Harrisburg to 
coordinate with this bill now before your committee, which is neces- 
sary under the provisions of our bill. And I am sure that the governor 
is well represented in this spokesman today for that end. Mr. Wil- 
liam R. Davlin, secretary of commerce of the Commonwealth of 
Pennsylvania. 


nator Douglas and 
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Senator Neeiy. We welcome you to this hearing. You are at lib- 
erty to proceed as long as you may care to speak. 

Mr. Daviryn. I can be brief. 

Mr. Fioop. May I say before he begins: I would like you to know, 
Senator, the attitude of Governor Leader toward this matter. An- 
other member of his cabinet, while not listed as a member this morn- 
ing, who is a native of Wilkes-Barre, the secretary of mines, also came 
here this morning as a tribute to you and your work, Mr. Joseph Ken- 
nedy, secretary of mines, of Wilkes-Barre. Will you take a bow? 
{ Applause. ] 

Mr. Fxioop. And also Mr. Cardoni and Mr. Kevin and Mr. Edrian, 
of the Textile Workers. And I think we would like the record to 
show their presence in support of your efforts. 

Senator Nreety. We are pleased to meet them and record their 
presence. 

As you probably know, Governor Leader recently testified ably and 
eloquently before our committee in Washington concerning the impor- 
tant matter we are now considering in Wilkes-Barre. 


STATEMENT OF WILLIAM R. DAVLIN, SECRETARY OF COMMERCE 
OF THE COMMONWEALTH OF PENNSYLVANIA 


Mr. Davin. My name is William R. Davlin. I am secretary of 
commerce of Pennsylvania and I am grateful for the opportunity you 
have provided to appear before your subcommittee as a representative 
from Governor Leader’s administration. 

I know I reflect the feelings of the many thousands of Pennsyl- 
vanians who live in areas of economic distress in saying that it is a 
deep satisfaction to know that the problems of these areas are, through 
the bill Senator Douglas and his colleagues have introduced, S. 2663, 
now receiving formal consideration as a national problem in the 
Congress. 

In part, this is the fruition of many years of urgent hope on the 
part of distressed areas in Pennsylvania. 

We are, all of us, also most grateful that your subcommittee has 
come out from Washington directly into the distressed areas of our 
Commonwealth. 

And here in Wilkes-Barre you are, of course, in the heart of what 
is one of the largest and hardest hit of all the Nation’s distressed 
regions—Pennsylvania’s anthracite area. 

Federal assistance on industrial development is a central purpose 
in S. 2663 and the companion bill introduced by Congressman Daniel 
J. Flood, of this city. Likewise, industrial development is a key item 
in the program of the new administration here in Pennsylvania, and 
is the primary responsibility assigned to the department of commerce, 
which I head. 

Industrial development as a key to the opening up of economic 
opportunity in undeveloped and underdeveloped areas and as a key 
to the correction of basic economic maladjustments in distressed areas 
is a matter on which I have worked more or less continuously since 
leaving college. At the University of Wisconsin, where I was gradu- 
ated in economics, I had occasion to study the problem of the cutover 
timber areas and the resulting maladjustments in that State. 
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I later spent a number of years with the Tennessee Valley Authority 
and the National Resources Planning Board in the South. 

Their activity, broadly, was to foster industrial development as a 

rime mover in the basic reorganization of the economy of a major 
interstate region of the country. Following the war, until 1952, as 

Chief of the Area Development Division in the Commerce Department 

in Washington, I had occasion to direct a technical service program 

to State and local industrial development agencies and to work on the 
depressed-area situations which still persist, and which the bill you 
are considering is designed to assist, in the Upper Peninsula of Michi- 
gan, southern Illinois and Indiana, eastern entucky and West Vir- 
ginia, the New England textile centers, and here in Pennsylvania. 

In consequence, not only officially but also personally and profes- 
sionally, I highly value the opportunity to participate in hearings 
where these problems are for the first time receiving explicit, exclu- 
sive consideration by a committee of the Nation’s highest legslative 
body. 

As you are hearing from witnesses here today, the anthracite area 
of Pennsylvania has perhaps done more on its own to create new em- 
ployment opportunities through industrial development than is the 
case among distressed areas elsewhere. 

Through its industrial development effort, this six-county area has 
made major strides toward the complete transformation of its eco- 
nomic base. 

The following comparative census figures for the area, Pennsylvania, 
and the United States tell the story : 

Percent gain in total employment, 1940-50: Percent 
United States 24.5 
Pennsylvania 21. 
Anthracite areas 17. 

Percent gain in manufacturing employment, 1940-50: 
United States 37. { 
Pennsylvania 30. 
Anthracite area 

(46,452 jobs) 

Percent change in mining employment, 1940-50: 
United States 
Pennsylvania 

(32,689 jobs) 
Anthracite areas 5.2 
(13,482 jobs) 

Thus, in the face of a staggering loss in mining, its major source of 
employment, the area made a gain in total employment at a rate not 
far below that the State as a whole, thanks to its very substantial 
absolute and relative gain in manufacturing. 

As a result of these changes, mining and manufacturing have 
shifted places as major sources of employment and income in the 
anthracite area. The significance of the change is pointed up when 
compared to the state lt aia: taken as norms: 

Again here I have some figures. For the anthracite area at the 
bottom, in 1940, mining was the employment of 27 percent of the total 
gainfully employed. Manufacturing was only 20 percent. Those 
percentages are Just about reversed when we get to 1950. Nineteen 
percent in mining and 29 percent in manufacturing. Obviously, in 
the State and Nation no such transition and transformation took 
place. To me that is significant. 


2.) 
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A large part of this achievement stems from the area’s several com- 
munity industrial development programs, about which other witnesses 
will be testifying in detail. Some 65 such projects, built with com- 
munity subscription funds and mortgage loans, are providing manu- 
facturing employment in the anthracite area today. 

And still this remains an area of severe, chronic unemployment, as 
the evidence in your hearing records so adequately demonstrates. 
The displacement from the mines has continued; much of the new 
factory employment has been for women; and oncoming youth has 
entered the persistently crowded labor market. 

The earlier record of these hearings carries a statement by Mr. Irvin 
F. O. Wingeard, director of research and statistics, Pennsylvania Bu- 
reau of Economic Security. It sets forth the full statistical detail on 
employment and unemployment in Pennsylvania’s chronically de- 
pressed and other !abor-surplus areas, and their position in the na- 
tional picture. 

Two weeks ago in Washington, Governor Leader testified before 
your committee. As a preface to my remarks here, I should like to 
enumerate briefly the highlights of his statement. He made these 
points: 

(1) He stressed the importance of the provision carried in 8S. 2663 
for rapid tax writeoffs for new industrial facilities in distressed areas, 
particularly in view of the national outlook for the expansion of in- 
dustrial capacity. Particularly in light of the national outlook for 
industrial expansion in the next 10 years. If through this device some 
of that can be steered in here, we can go a long way toward rectifying 
the basic maladjustment. And this is certainly a tremendously 
powerful inducement to manufacturing industries . 

(2) He expressed especial interest in the proposed $100 million pub- 
lic facilities program, as a means of enabling distressed areas, with 
their weakened tax resources, to catch up on needed public works, and 
= a means of making them more efficient and attractive to new in- 

ustry. 

(3) He pointed out the wisdom of the bill’s provision for liberaliza- 
tion of unemployment benefits in distressed areas, in light of the pe- 
culiarly severe impact on the family of unemployment in distressed 
area, where, so often, the female members are the sole sources of sup- 
port. 

And frequently where a family is really a multiple family with rel- 
atives and friends, not just the father and mother and the children, 
unemployment in such a family by the breadwinners is a much differ- 
ent thing than unemployment in Detroit. Ithink itis. In my judg- 
ment, it is. 

(4) Since so much of Pennsylvania’s distressed-area unemployment 
is a matter of displacement from declining occupations, the ene 
especially endorsed the bill’s provision for occupational retraining of 
unemployed workers. 

(5) He recited Pennsylvania’s sad experience with Federal efforts 
to channel procurement contracts into distressed areas, and stated it 
as his view that such efforts that necessarily fail without the explicit 
statutory authority provided in S. 2663 for the use of Federal pro- 
curement for that purpose. 

Every case we have ever tracked down, it has come to a question of 
people not really believing they had the authority and the power to 
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go ahead and use this device. Once that is made clear, it could be 
a tremendous benefit to all of us obviously. 

(6) Finally, he especially commended the bill’s provision for a 
$100 million Als program for the construction of industrial facilities 
in distressed areaes. In that connection, he recounted the difficulties 
of Pennsylvania distressed-area communities in financing additional 
industrial buildings fast enough to stay on top of the unemployment 
situation, or to complete the basic economic readjustment so auspi- 
ciously begun in areas like the one we are in today. 

Governor Leader’s statement presented in full the general position 
and support of his administration for the several proposals carried 
in S. 2663. 

I should like, therefore, to avoid repetition and to direct these 
further remarks to what are perhaps matters of detail with respect 
to the broadly outlined industrial development phases of the bill. 

Some of my observations may relate more pertinently to admin- 
istration under the bill rather than to matters of legislative language, 
and in that connection, as Governor Leader noted in his statement, 
some of those specifics must naturally wait upon actual operations. 

The new proposal for financial assistance from the Commonweaith 
to Pennsylvania community industrial-development agencies in con- 
nection with industrial construction projects is now under committee 
study in our general assembly. It was introduced by a group of 8 
Democratic and 8 Republican Senators. The composition of the 
eee group, and the interest among distressed-area commu- 
nities in the proposal, make it likely that the bill will become law. 

You will recall from Governor Leader’s statement, that the bill 
would create a Pennsylvania Industrial Development Authority, em- 
powered to make loans to local industrial-development agencies of up 
to 30 percent of the construction cost of industrial facilities, provided 
at least 20 percent of the cost were available from the local group itself, 
and from whatever source, not only subscription funds, and the bal- 
ance in first-mortgage loan funds, and provided a responsible indus- 
trial tenant or buyer were firmly committed to equip, occupy, and 
operate the facility. 

In drafting the bill, special care was taken to assure that the au- 
thority’s loan powers be made sufficiently flexible to adjust to such 
requirements as may be stated in administering the industrial con- 
struction loan program of the Federal Government under S. 2663. 

Thus, the Pennsylvania bill specifically provides for State par- 
ticipation with communities and with the Federal Government. 

Similarly, the Pennsylvania bill incorporates as criteria for desig- 
nation of a “critical economic area” to which the authority’s opera- 
tions would be restricted, the factors—at least 6 percent of the labor 
force of the area unemployed for a period of 3 years, or 9 percent 
for a period of 18 months—set forth in S. 2663. 

It appears that these criteria will permit most any area of the 
Commonwealth suffering either acute, or acute and chronic, unem- 
ployment, to participate in the industrial-construction loan programs 
contemplated in both S. 2663 and the Pennsylvania bill. 

We are aware of the suggestion made by Governor Williams of 
Michigan, and perhaps one that the unemployment ratios and 
time periods in S. 2663 be liberalized. 
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And we are impressed with his further suggestion that considera- 
tion be given to designating areas eligible for participation on the 
basis of declining economic opportunity, or on the basis of drastic tech- 
nological and other industrial changes. 

And in those suggestions he departed from arithmetic. Obviously 
you would have to measure them. But it seemed to us that he was 
getting to the very construction of the thing and what the ratios we 
are talking about are meant to do. But conceivably as in his situa- 
tion, these ratios would not do much for some of his areas of unem- 
ployment. And it makes us stop to think a little since we have used 
the same ratios in our bill. 

While the Pennsylvania bill is pending, we will be anxious to learn 
of any changes along these lines that are likely to be made in S. 2663 
as a result of these hearings. 

In the colloquy following Governor Leader’s statement, the question 
was raised concerning the desirability of Federal-State cooperation 
in the industrial-development phase of the Douglas bill. He stated 
that while he felt State governments should not exercise a veto power 
in connection with the Federal toan operation, and that no area should 
be denied the benefits of the bill by virtue of a failure of its State gov- 
ernment to initiate a similar program, it was his belief that the Fed- 
eral program should work through the States, where such programs do 
exist. 

In developing the Pennsylvania proposal, the community industrial- 
development agency, itself, has been made the focal point for initial 
action. The basic reason for that approach was that it provided a 
means of making the fullest utilization of a pattern and technique of 
community initiative and action in this field, with respect to which 
there is now a rich body of practical experience among Pennsylvania 
communities. 

Upward of 80 manufacturing plants have been established through 
community financing in Pennsylvania since the war. Further, it was 
felt that the participation of communities and their financial institu- 
tions with the authority would assure the latter a measure of pretest- 
ing for financial and economic feasibility of specific industrial-devel- 
opment projects and the industrial firms involved—in addition to its 
own necessary evaluation. 

Where State programs in this field exist, it may be that operations 
under the Douglas bill, by working in cooperation with State govern- 
ments, may secure for the Federal Government some of the same ad- 
vantages the Pennsylvania authority would seek in its cooperation 
with communities. 

It should be added, also, that where State programs such as that con- 
templated in Pennsylvania exist, their operations would be run consid- 
erably smoother and with less confusion if the Federal program were 
to operate cooperatively with the State, rather than completely inde- 
pendent of it. Most all of the States now have official industrial-devel- 
opment agencies, and, through their National Association of State 
Planning and Development Agencies and otherwise, they have ac- 
quired a considerable professional competence and organizational sta- 
bility. 

Oniy a few of them administer loan programs, but their participa- 
tion in the Federal program could be otherwise of mutual benefit. 
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On further observation, in concluding: Pennsylvania has two of the 
Nation’s largest and older industrial centers—Philadelphia and Pitts 
burgh. Over recent years both have on occasion been close to or some- 
what above the 6-percent unemployment factor—the floor figure for 
labor surplus areas. While the industrial structure of each is distine- 
tively different, each is vigorously at work on industrial development. 
And in each, a serious limiting factor on industrial growth or indus 
trial redevelopment is the shortage of available industrial land. 

It would be our hope that within the “public facilities” section of 
S. 2663, or by tying the Federal urban-renewal program explicitly into 
the bill for industrial site-development purposes, the problem these 
urban areas face could be brought within the compass of the contem- 
plated program. 

A number of our smaller industrial centers would benefit similarly. 
Former Mayor Clark of Philadelphia is commenting on this matter 
here today, and we would like to associate ourselves with his views. 

Again, thank you for the privilege of appearing here today. 

Senator Neety. Thank you very much for coming and for the ex 
cellent statement you have made. 

Please call the next witness. 

Mr. Fioop. I might say that Mr. Dave Cummings of the United 
Mine Workers, local district staff, is also here with Mr. Kennedy. And 
there is also on behalf of the Brotherhood of Locomotive Trainmen and 
Enginemen, Mr. Tom Harding who is here, and has asked permission 
to eee submit a statement since he must go to work, which is im- 
portant, because he has a job. 

The next witness will be Mr. Charles E. Reeser, Jr., director of the 
Pennsylvania State Employment Service, who is here to represent the 
Pennsylvania State Secretary of Labor and Industry, Mr. John Tor- 
quato. And with him I see Mr. Pat Conley, who is an area director 
of this State Employment Service. And other members of Mr. 
Reeser’s and Mr. Torquato’s and Mr. Conley’s local and State staff. 

Mr. Charles Reeser. 


STATEMENT OF C. E. REESER, JR., DIRECTOR OF THE PENNSYL- 
VANIA STATE EMPLOYMENT SERVICE 


Mr. Reeser. Secretary Torquato has asked me to express to the com- 
mittee his deep appreciation for the opportunity of presenting his 
statement to them. He sincerely regrets that legislative matters in 
Harrisburg make it impossible for him to be present personally and 
has asked me to give his brief statement. 

The Nation as a whole, including Pennsylvania, has enjoyed a high 
level of prosperity and employment. Some areas, however, are and 
have had excessive unemployment. The Nation is slowly and finally 
recognizing that this area of economic decline in a period of national 
prosperity is a national problem and causes néedibio to many in- 
dividuals and their families and jeopardizes the general welfare of 
the Nation. 

Currently there are certain areas in Pennsylvania where there exists 
a critical condition of unemployment and in some areas such condi- 
tions are chronic and longstanding. 

Involuntary unemployment and its resulting burden upon them, 
both physical and mental, ultimately must affect the Commonwealth 
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and the Nation, and the lack of opportunity for the people of these 
areas is a threat to the strength of their faith in our American politica] 
and economic institutions. 

Pennsylvania’s economy is basically sound, but there has been a lot 
of evidence presented to this committee to point up statistically Penn- 
sylvania’s problem of areas of critical unemployment. I donot intend 
to further pursue this phase of the problem other than to mention that 
I have included as an appendix to this statement, a brief summary of 
the statistical information to sustain the points I am making. 

It is important to bring to the attention of this committee the fact 
that practically every community in every area of critical unemploy- 
ment in the Commonwealth has tried to help itself, and most of them 
have successfully done something to alleviate their problem. The 
problem in most areas was brought about by conditions well known 
to this committee and the Nation. But the obstacles have been so over- 
whelming that the best that any community has been able to accom- 
plish is to prevent its area from getting worse. 

Herculean efforts have been made. Much time and energy has been 
contributed to develop industrial sites and parks. Buildings have 
been built to create new industries and expand, wherever possible, local 
established industries. Most of these communities have spent all or 
most of their funds and their capital is now frozen. 

It is practically impossible to raise any more money through the 
normal commercial channels for new ventures. It must be pointed out 
that most of the developments so far have been financially successful. 

The Commonwealth of Pennsylvania has recognized the situation 
and Gov. George M. Leader has submitted an economic development 
program to our paeret assembly. We look forward to participating 
with the Federal Government in the programs we trust will grow out 
of the enactment of the Douglas bill. 

In order that these distressed areas are to avoid remaining static in 
spite of their best efforts, it is self-evident that they need outside assist- 
ance. And I am of the opinion that S. 2663 will afford them this 
opportunity. 

There has been another bill introduced, S. 2892, which, in our opin- 
ion, is inadequate. -With the number of critical areas in the Nation, 
the amount specified in this bill is woefully inadequate. The terms 
are restrictive and it does not provide for long-term financing or ac- 
celerated tax writeoff. 

It is silent on public facilities assistance, which is almost as im- 
portant in these areas as the financing of buildings. It is also silent 
on assisting the individual in helping him to get retraining and un- 
employment compensation while engaged in a retaining program. 

In summary, let me say that it is the considered opinion of this 
Department that the best interests of the Commonwealth and its people 
can only be served by the successful passage of the Douglas bill and the 
full implementation of its very humanitarian program. It is only 
by the full and effective coordination of the resources of the Federal 
and State Governments that we can hope to achieve a final remedy to 
the cancerous growth which presents the problem of dire need in the 
midst of prosperity. 

Senator Neely, both for myself and for the secretary, I wish to ex- 
press our appreciation for having the opportunity to meet with you and 
present our statement. 
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Senator Neevy. We sincerely thank you and the secretary and all 
the other officials who have testified in behalf of the pending bill. 
You have rendered a real service to the committee, to your community, 
and to your country. 


(Appendix I entitled “Eastern Pennsylvania” accompanying the 
statement of Hon. John R. Torquato is as follows: ) 


Eastern Pennsylvania currently has seven areas classified as “areas of sub- 
stantial labor surplus” on the official area classification list of the United States 
Department of Labor. Two of these are major metropolitan areas which are 
regularly included in the classification system, and five are smaller areas which 
are currently classified because they have substantial labor surpluses. Scranton 
and Wilkes-Barre-Hazleton are the major areas; Pottsville, Sunbury-Shamokino- 
Mount Carmel-Berwick-Bloomsburg, Lock Haven, and Lewistown are the smaller 
areas. 

These seven areas combined currently have a total of about 54,000 unem- 
ployed workers, which represents about 12 percent of the total civilian labor 
force in those areas. 

A few other small areas in northeastern Pennsylvania, particularly the north- 
ern tier counties, although not covered by the United States Department of 
Labor area classification program because of their small size, nevertheless have 
relatively severe unemployment problems. The Montrose and Sayre-lTowanda 
areas are examples. 

Scranton, Wilkes-Barre-Hazleton, Sunbury-Shamokin-Mount Carmel, and 
Pottsville—the four most heavily populated areas in this group—together ac- 
count for more than 90 percent of the total unemployment in these eastern Penn- 
sylvania labor surplus areas. 

These four areas together are practically coextensive with the only anthra- 
cite-coal fields in the United States and the decline in anthracite-coal-mining em- 
ployment has been chiefly responsible for their unemployment problems. 

The Wilkes-Barre-Hazleton area, one of the two major areas, has 16,500 un- 
employed workers, representing about 1144 percent of that area’s total labor 
force; Scranton, the other major area, has nearly 1,300 unemployed, constitu- 
ting more than 12 percent of the total labor force in that area. In the Potts- 
ville area, 14,000 workers—more than 16 percent of the area's total labor force— 
are unemployed, while about 6,200, or 914 percent of the area’s labor force, are 
unemployed in the Sunbury-Shamokin-Mount Carmel area. 

Each of the other three smaller areas of substantial labor surplus in eastern 
Pennsylvania presents a different problem. Declines in textile and transporta- 
tion equipment manufacturing were primarily responsibie for the unemploy- 
ment rise in the Berwick-Bloomsburg area, in which nearly 2,000 workers, rep- 
resenting more than 9 percent of the labor force, are unemployed. 

In the Lock Haven area, the surplus-labor situation resulted largely from the 
closing of railroad shops and the removal of a manufacturing plant from 
Renovo; nearly 1,200 workers, about 8 percent of this area's total labor force, 
are unemployed. In the Lewistown area, employment losses in a number of 
manufacturing industries largely accounted for the labor-surplus situation: more 
than 1,100 workers, about 6 percent of the area's total labor force, are un- 
employed. 

As indicated above, eastern Pennsylvania's unemployment problems are al- 
most entirely concentrated in the northeastern coal-mining region, and de- 
rive primarily from the sustained, sharp employment losses in the hard-coal- 
mining industry. 

For many years, this region has prospered because of the demand for anthra- 
cite, primarily as a heating fuel. In the past three decades, however, mining 
employment has been declining steadily. 

Sinee 1947, in the post-World War II period alone, job losses in the industry 
totaled 43,000. Many of the mines have been worked out, oil and gas have been 
rapidly supplanting coal for household heating, and technological improve- 
ments over a long period of years have reduced the manpower required for 
digging and processing coal. Joblessness long since became a major problem. 

Also contributing to the unemployment problem has been the decline in the 
textile manufacturing industry which, together with apparel manufacturing 
provides the major sources of employment for women throughout the anthracite 
area. 
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Since 1947, employment in the textile industry in Pennsylvania dropped by 
almost 50,000, chiefly as the result of changing styles and customs, the greater 
desirability of new fabrics, increased mechanization and automation, the com- 
petition of more modern mills in other States, and the relocation of some 
plants in Southern States. 

Virtually all of this loss was concentrated in the eastern part of the State. 

Although local industrial development groups throughout the anthracite 
areas have been active in securing new industries, the employment gains in 
new industries have barely offset contemporary mining losses. 


Mr. Froop. Senator Neely, Mr. Ben Sterling, who has long been 
active in community development and industrial development proj- 
ects, was here. He found it necessary to leave for business reasons, 


but requests permission to insert a statement at this point in the 
record. 


Senator Neety. His statement will be printed in the record. 
(The statement follows :) 


STATEMENT OF BEN STERLING, BurGEsS, BorouGH or Moosic, Pa., Fesruary 10, 
1956 


CONGRESSMAN Dan FLoop: You can read this little statement or you can let 
my secretary, Irene, read it. I would like this to be put into the record on 
behalf of the borough of Moosic: 

First, I want to thank the Senator for coming to our little community and 
listening to our problems. After all, our problems are his problems and, more 
or less, the problems of the entire Nation. One part of our country cannot be 
prosperous long if the other part of our country is in distress! 

I want to stop 1 minute and thank Congressman Dan Flood for leaving the 
meeting and coming into the hall to spend a few minutes with me and give me 
permission to have my statement read since I couldn’t spend any more time at 
the hearing as I had other commitments this afternoon which were already 
made. Sometimes I think the people of Moosic expect an awful lot for the 
$25 a month they pay their burgess, and with the wage tax and other deductions, 
please believe me, the take-home pay isn’t too great. 

However, while I don’t know too much about the bill which is under discussion 
at this hearing, but the little bit that I heard, especially that part where some 
provision is being made to give schooling to unemployed people so that they can 
make a living with their hands, is a very important feature for very good ad- 
vancement ; I am for it 100 percent. 

Now, Senator, the people of Moosic are nice people and they are people who 
have helped themselves. Right now we have a problem—the new turnpike is 
going through our town and it’s hitting an old schoolhouse which our local 
chamber of commerce bought from the school district by promoting a bond 
issue and leased it out to a little industry which employs 82 people. If capital 
was available from the Federal Government, we could build a new building 
for this industry which, in time, could be repaid or it could be on some sort of 
matching basis, we could save this little industry for our town. It’s true only 
32 people are employed, but even 32 pay checks at the end of a week is a sizable 
item. 

During the morning we had a lot of distinguished people and a lot of people 
from out of town. It might be a good thing to mention that in Moosic we have 
a beautiful, modern, fireproof, sprinkler-equipped plant of 34,000 feet vacated 
through Botany folding up for which we are now seeking a tenant that would 
employ help. This was built by the people of Moosic with the major cooperation 
coming from the Pittston Chamber of Commerce. It’s quite possible someone 
in this room may know of some industry that is looking for such a location 
conveniently located on Route 502—halfway between Philadelphia and New 
York, and which is convenient to most everything. There’s plenty of idle labor 
which would be a good day’s work to anyone. And, Dan Flood, your help will 
be appreciated because when this plant was running, people were employed 
from Wilkes-Barre, Avoca, Pittston Township, Pittston, Dupont, and Duryea— 
the little boundary lines between one town and another are not too important. 

Moosic is not a dying community, and it will not die. Last year we built 62 
new homes and right now there are 20 new homes, at least, under construction. 
As soon as better weather comes we expect more to start. 
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People who help themselves are entitled to help from others—especially their 
Government. 

We are grateful to the Scranton Chamber of Commerce who have located two 
of their LIFE plants in the Borough of Moosic. 

It’s too bad it’s wintertime. If it was summer, we would like very much to 
give the Senator a ride on the “merry-go-round,” and if he will take a rain check, 
maybe some summer he can come up and have some fun. 

Thanks for listening to us, and whatever you can do for us will be appreciated. 


BoroucH or Moosic. 
Ben Sreriine, Burgess. 
Mr. Fioop. The next witness is Mr. George Riley, AFL-CIO leg- 
islative representative, and representative of the Building Trades 
Council. 
Senator Neery. Mr. Riley, we are once more glad to welcome you 
as a witness to testify, as usual, in behalf of a good cause. 


STATEMENT OF GEORGE RILEY, LEGISLATIVE REPRESENTATIVE 
OF THE AFL-CIO, AND REPRESENTATIVE OF THE BUILDING 
TRADES COUNCIL 


Mr. Ritey. I can truthfully say that I had not expected to be called 
on this morning. Iam here from Washington. The Building Trades 
Council, of course, is only a part of our huge operation now in the 
unity between the two huge federations of labor. 

I, as you know, am legislative representative—that is the new title 
they have given us—in the legislative department of the AFL-CIO. 
I came primarily as an observer, but with a great deal of sympathy 
for this problem. I had hoped I could get over to Johnstown. But 
I know that was in good hands. 

I want to get sufficient background here and in New England and 
perhaps in West Virginia to be intelligible before your committee when 
you take the show off the road and come back to Washington and to 
discuss and legislate on the problem. 

I was particularly struck by the fact that I do not see any of the 
commercial community here in the audience, or the banking interest. 

I am greatly disappointed that they are not even trying to break 
down the doors to get in here and offer their story. 

Mr. Fioop. May I point out: I think you would like to know, Mr. 
Riley, that before the full subcommittee in Washington, Mr. William 
Sword, who was chairman of the board of directors of the Wyoming 
Valley Chamber of Commerce, and president of what we call the Com- 
mittee of 100, which is our local industrial development fund, our 
businessmen and bankers, and so on, appeared and testified in behalf 
of those groups at some length before the full committee in Wash- 
ington. 

Mr. Ritey. He is deserving of all good credit and full faith in 
the matter. 

I shall listen attentively in the afternoon session, if you run into 
that time, and hope that I can be of some true value in getting suf- 
ficient background, as you know Washington is no place to listen or 
observe. 

If we do not get out here and mix with people who are down to 
earth, we simply are lost to this problem. 

Mr. Fioop. You don’t want to have “Potomac fever”? 

Mr. Ritey. That is exactly it. 
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Senator Neery. Thank you very much, Mr. Riley. 

Mr. Fioop. Mr. Chairman, the next witness is almost an immediate 
77 to my friend, Riley’s concern. We have with us the president 

f the Wilkes-Barre-Wyoming Valley Chamber of Commerce, Mr. 

Charles Miner, who has been president for several years and is instru- 
mental in the creation of the very successful Committee of 100 and 
the local industrial development board. He has been active with Mr. 
Sword in raising funds for the bringing into the area over a period 
of years of male-employing industries. Mr. Miner is a lawyer, the 
son of a distinguished medical father. And we are very pleased with 
his interest in appearing before you this morning. 

Senator Neery. Mr. Miner please proceed. 


STATEMENT OF CHARLES MINER, PRESIDENT OF THE WILKES- 
BARRE-WYOMING VALLEY CHAMBER OF COMMERCE 


Mr. Mrver. Senator Neely, I am here to second anything that was 
said by Mr. Sword in Washington before your committee. He is, as 
Mr. Flood has pointed out, the chairman of the board of directors of 
the chamber of commerce, as well as the president of the Greater 
Wilkes-Barre Industrial Fund. We all are very much interested in 
industrial development here in adding employment which we need 
so badly. 

I think you have heard from many the need for financing additional 
second-mortgage financing, and that sort of thing, to help the local 
banks and other banks in financing the erection of industrial plants. 
Our main need is to build plants for new industries. And we know 
that you are giving it very serious consideration in Washington. We 
very much appreciate it. 

Senator Nrery. We appreciate your willingness to help solve the 
distressing unemployment problem. 

Mr. Miner. Thank you. 

Mr. Froop. Senator Neely, that concludes the first half of your 
hearings. 

Senator Neery. If there is anyone else present who wishes to be 
heard, please let him come forward. 

Mr. Foon. I was going to say that concludes the Luzerne County 
and the Wilkes-Barre-Hazelton presentation. Now, we will go into 
the hearing of any witnesses from the Lackawanna and nearby coun- 
ties area. And the first witness for that purpose is also a member, a 
distinguished member, of the Lackawanna bar, Mr. Ernest D. Preate. 

He will state his connection with the prominent chamber of com- 
merce and industrial-fund-raising activities in the suburban area of 
Scranton. 


STATEMENT OF ERNEST D. PREATE, ATTORNEY ON BEHALF OF 
THE SCRANTON CHAMBER OF COMMERCE AND THE LACKAWANNA 
VALLEY 


Mr. Preate. Senator Neely, Congressman Flood, on behalf of the 
chamber of commerce and the citizens of Lackawanna Valley and the 
city of Scranton, I want to thank you and the members of the sub- 
committee for this opportunity to express our views on this important 
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piece of legislation which vitally affects our area. Scranton, Pa., 
which pioneered what is now nationally known as the Scranton plan 
of industrial development, welcomes this opportunity to enter for 
the record the following statements regarding your bill. 

In evaluating the need of this legislation, Senator, in certain eco- 
nomically depressed areas in the United States, we believe that the his- 
torical background of the conditions found in these areas is pertinent 
for an intelligent consideration of the effectiveness and applicability 
of its provisions. f 

Scranton’s energetic and ingenious action in transfusing new indus- 
trial life in what seemed a decaying city in 1945 is a prime example 
of what can be achieved through the medium of self-help and an 
awakened civic spirit in an effort to offset chronic unemployment. 

At the end of World War II there were approximately 30,000 
people unemployed in the Lackawanna Valley. Kinet y-two percent 
of these were men. A majority of them were veterans of World War 
II. This was due principally to the natural exhaustion of the coal, 
mechanization of mining facilities, competition from other fuels, and 
technological changes in other industries. 

An industrial rehabilitation program developed and directed by 
community leaders produced a nationally recognized answer which is 
known as the famous Scranton plan. 

Community nonprofit corporations were formed within the frame- 
work of the Scranton Chamber of Commerce. Citizen bond drives 
and outright capital contribution campaigns were waged throughout 
the area. Labor leaders, the clergy, wage earners, joined with busi- 
ness representatives, bankers, and civic leaders to raise an industrial 
building fund of approximately $3,500,000. 

Thirty-four thousand people in the Lackawanna Valley contributed 
to this fund or purchased bonds from these various nonprofit organi- 
zations. The local banks came in with credit support with an addi- 
tional million of first-mortgage money. 

With this pool of sesources, and an unshakable confidence of Scran- 
tonians in their home community, a determined effort was made by 
our civic leaders to attract new industries to the area by building 
plants on a lease-purchase basis. The overall record of this commu- 
nity effort is an impressive one. 

Industrialization has spread. We can boast of 60 new plants and 
90 expanded. Twenty-five of these community plants are owned by 
these nonprofit organizations. And they total approximately 
2,400,000 square feet. The value of these community plants is ap- 
praised at approximately $18 million, with an estimated current em- 
ployment of 8,000 and a potential of 15,000, and an estimated annual 
payroll of approximately $25 million. 

The strides made in the Scranton economic development program 
over the past 11 years have won nationwide acclaim. It is considered 
one of the most publicized community stories of industrial develop- 
ment in the Nation. 

While this program in itself has infused new life and new hope in 
our industrial economy and provided jobs for thousands of our people, 
nevertheless chronic unem Sovatant still persists in our midst. 

We are determined to fight on until the last vestige of this economic 
plague is wiped out. Today as the area strives to achieve complete 








466 AREA REDEVELOPMENT 


industrial rehabilitation in its long and difficult campaign to build 
a new economy over the crumbling ruins of the old, the funds raised 
through the heroic efforts of its citizens and civic leaders are no longer 
sufficient to carry on this fight alone. 

These funds have been used for the purposes intended. The wide 
publicity received by the Scranton plan has served its purpose well. 
Industries have been attracted to the area as I have outlined above. 
Others have expanded. And still others are expressing an interest 
in locating in the area. 

It is the latter group which gives rise to an urgent need for financial 
assistance from State and Federal agencies. Aid from the Federal 
and State Governments must be obtained to carry on where the re- 
sources of the community are no longer sufficient to carry out an ever- 
ae program. In short, the people have with their own money 
performed an amazing feat in saving their communities in the Scran- 
ton area; but the plan which we started 11 years ago has grown to 
a point where our financial resources are inadequate to keep pace with 
the continued expansion of this program. 

Funds previously raised are tied up in existing projects. Local 
banks in some instances have reached the saturation point for long- 
term mortgage loans provided under this program. It is here where 
the Federal and State Governments must come to the financial assist- 
ance of these community industrial agencies. 

This assistance, we emphasize, is not through Government subsidies 
or handouts but by direct participation by the Federal and State 
Governments in a form of secured loans against the industrial project, 
with provision for repayment of these loans in all instances through 
the rents received from the industries. 

Legislative recognition of this problem faced by the critical eco- 
nomic areas is found in Senate bill 2663 and in companion bill H. R. 
7857, which Representative Flood introduced. This bill which would 
foster and promote the economic development of areas with substan- 
tial and persistent unemployment goes to the very heart of the prob- 
lem. And, if enacted into law, it will unquestionably offer effective 
and badly needed assistance to the areas involved. 

It is pertinent to note here that there is presently pending in the 
General Assembly of Pennsylvania a bipartisan bill creating a Penn- 
sylvania Industrial Development Authority which provides for sec- 
ondary loans to industrial development agencies organized for the 
promotion and development of new and expanded industrial and 
manufacturing enterprises in areas of critical unemployment. 

Senate bill 2663 would provide the primary first-mortgage loans to 
finance these plants, with the local industrial development agency 
contributing at least 20 percent of its capital to the project. 

I believe that the problem of critical unemployment can best be 
resolved through the participation and cooperation, of national, State, 
and local agencies. I am firmly convinced that the national and State 
legislatures exemplified by these bills would mean the economic sal- 
vation of these critical areas. There are certain recommendations, 
however, which I wish to make in connection with Senate bill 2663 
based upon my experience as counsel for the area industrial develop- 
ment agencies connected with the Scranton plan. 
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Section 7 of the bill, if you please, which provides for the appoint- 
ment of a local industrial committee of five citizens to promote the 
program called for under the act should be amended to give the Ad- 
ministrator authority in his discretion to use the services and existing 
facilities of community-sponsored industrial development corpora 
tions as the media to accomplish the purpose of the bill. 

Practically all metropolitan areas in the anthracite region of Penn- 
sylvania—and I assume the same is true of other sections of the 
country—have in existence industrial development corporations that 
have had a great deal of experience in industrial aevelieaiend work 
in their particular region. They know the problems, the pitfalls, and 
the obstacles connected with these programs; and it would seem to 
me that if the Administrator were authorized to use these entities 
to effectuate the purposes of the act, that it would avoid duplication of 
effort and save the Government administrative expenses which natu- 
rally would follow from the appointment of your committee of five. 
The Area Assistance Acts of 1956 designated as Senate bill 2892, 
introduced by the administration, recognizes this fact and permits 
loans to be granted to both public and private persons approved by 
the State in which the project to be financed is located. 

I definitely feel that this section 7 of Senate bill 2663 should be 
amended to permit any business or nonprofit corporation to take ad- 
vantage of its provisions, provided it shall have as its primary function 
the promotion and encouragement of industrial enterprises in a critical 
economic area. 

Section 8 of subsection B of the Douglas act limits the amount 
of loan which the administrator can make to 6624 percent of the 
cost of the construction of the project. Originally I felt that this 
percentage was insufficient. However, since the Pennsylvania In- 
dustrial Development Authority Act referred to above permits secon- 
dary financing not in excess of 30 percent of the cost of the construction 
project, I feel that the operation of the two acts would implement 
each other and produce the desired result, to wit, that the combined 
Federal and State loans would in an applicable case be limited to 
80 percent of the cost of the construction of the project and 20 percent 
would be put up by the local development agencies. 

I believe it pertinent at this point to note that administration bill 
S. 2892 to that extent is deficient and inadequate, in that it permits 
a loan in an applicable case to the extent of only 25 percent of the 
cost of the industrial project. 

This would not help the situation, because if the secondary State 
loan which is limited to 30 percent is added to the 25 percent, we 
would come up with a total of 55-percent participation by the com- 
bined Federal and State agencies. 

It is obvious that the result thus achieved would not solve the 
problems, the financing problems, faced by the local industrial develop- 
ment agencies at the present time in these critical areas. 

It is respectfully submitted that the provisions of S. 2663 author- 
izing a loan up to 6624 of the cost of the industrial development 
project should be retained at all costs if the Federal program of 
assistance is to be effective at all. 

Section 14 of your bill providing for a rapid tax writeoff to indus- 
tries locating in critical areas heretofore available only to defense 
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industries is a salutary provision of your bill. We in the Scranton 
area have been clamoring for this type of tax relief for prospective 
industries for a number of years and strongly urge that this section 
of the bill be retained. 

Our industrial commissioner, Major Lee White, who has had ex- 
tensive industrial contacts, has informed me that this device in your 
bill will attract a wide variety of new industries in the area and will 
be a real inducement and an impetus to locate here. 

This tax concession, when added to other locational advantages, 
will inevitably lead to a channeling of new industrial plants and 
achieve the economic redevelopment of these areas which is the basic 
purpose of your legislation. 

I heartily endorse section 15 of your bill providing for vocational 
training facilities in distressed areas. Many of our workers dis- 
placed from employment and mining operations and other young 
people who are either unable to, or ne, to work in, or cannot 
find employment in the mines lack the necessary training to secure 
immediate employment in new industries. 

The training of these workers through the vocational facilities pro- 
vided in your bill would prove to be a very tangible advantage to the 
new industries in that it will make readily available a trained labor 
pool of workers now essential to the intricate and technological changes 
in industrial and manufacturing operations. 

I wish to make one final recommendation to this committee which 
although it is not part of the present bill is not foreign to it. Because 
its objectives would be the same, and that is to relieve unemployment 
in critical economic areas, I suggest a change in the present procure- 
ment policy of the Federal Government with relation to the award of 
contracts in chronic labor-surplus areas. 

The present procurement policy, as directed by the Office of Defense 
Mobilization, merely suggests that procurement agencies exercise their 
best efforts to award contracts to corporations located within these 
areas to the extent that procurement objectives will permit. 

It is apparently evident that in application of manpower policy No. 
4, as revised, the only consideration a bidder from a distressed area 
could possibly hope for would be at the sole discretion or the whim of 
the awarding officer. We have found this directive completely in- 
nocuous and ineffective in diverting defense industries or defense 
contracts to our area, 

I believe that the Office of Defense Mobilization should be granted 
authority by legislation to implement and coordinate a workable uni- 
form policy of procurement to relieve the unemployment situation in 
chronically affected labor surplus areas. 

Preservation of the economy in these areas is vital to the national 
economy in any consideration of the maintenance of the mobilization 
base. I, therefore, recommend an amendment to your bill which would 
make it mandatory upon the Office of Defense Mobilization to channel 
contracts to chronic labor-surplus areas to the extent that qualified 
unsuccessful bidders from such an area would be given the opportuni- 
ties to meet the lowest bid for the particular procurement in question. 

Before considering the award of the contract, the procurement 
agency should (1) determine whether or not the lowest qualified bidder 
is located in a chronic labor surplus area; (2) if not, to ascertain 
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which qualified bidders are located therein; (3) the lowest bidder of 
this group shall then be afforded an opportunity to match the lowest 
qualified bidder which is not located in the labor surplus area; (4) if 
this bidder refuses, the same offer shall then be made to the next lowest 
bidder in this group, and so on, until one such bidder accepts or all 
have refused; (5) if all bidders in this group refuse, only then shall 
the contract be awarded to a bidder outside of the designated labor- 
surplus areas. 

If the above five points can be incorporated into the procurement 
policy, such a revision will in no way be at a greater cost to the United 
States Government in securing defense material. And it will at the 
same time be of tremendous assistance to those qualified bidders located 
in chronic labor-surplus areas. 

This change in the procurement policy would serve to implement 
the other salutary provisions of your bill, and would utilize the facili- 
ties of existing plants in this area which are on the Government's 
qualified list of bidders. I believe that the pending legislation, if 
amended within constitutional limits, will not only aid communities 
which are presently suffering from substantial persisent unemployment 
and be their salvation, but also now prosperous communities of the 
country which in the future, through economic maladjustments or 
technological changes not presently anticipated, may become classified 
as such. 

Senator Neety. Thank you. 

Your suggested amendments will be brought to the attention of the 
full committee. 

May we now hear from Mr. Blier, the next witness on the list. 


STATEMENT OF BERNARD BLIER, SECRETARY OF THE CITY 
PLANNING COMMISSION OF SCRANTON, PA., AND DIRECTOR OF 
THE REDEVELOPMENT AUTHORITY AT SCRANTON, PA. 


Mr. Buiter. My name is Bernard Blier, and I am secretary of the 
city planning commission at Scranton, and I am director of the re- 
development authority there, and also public relations director for the 
Northeast Industrial Development Commission. 

I have prepared statements which I will introduce into the record. 

Senator Neety. It will be printed in full. 

Mr. Burer. I would like to make these three cbservations: 

(1) In support of Mr. Preate and other speakers here, it is my firm 
belief that the financial lending provisions of your bill are the type 
of assistance that is absolutely and vitally necessary to the various 
community programs and possibly some State programs that may be 
developed. 

The other point is that I think there has been enough said over the 
years about the type of consideration that should be extended to 
depressed areas where contracts, Government contracts, are involved. 
We have heard many high and lofty pronouncements over the years. 
And I think this is about time that included in your bill should be 
some provision to give adequate assistance and relief to distressed 
areas on a contract. base. 

The third point I want to make is a point that is included in the 
Smith bill that has been introduced, I understand, by the administra- 
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tion. Under that bill several provisions permit administration activ- 
ities that would accomplish the development of industrial sites in 
communities of chronic labor surplus. 

I am affiliated with the Scranton Redevelopment Authority. Our 
first site, our first site that was set up by the planning commission, 
was an area that did not qualify under the present bill. However, 
I believe that the provisions in the Smith bill will take care of that. 

I would like this committee to examine those provisions and make 
some effort to incorporate them in the bill. 

I want to thank you for the privilege of appearing before your 
committee. 

Senator Nreety. The provisions mentioned will be duly considered, 
and your statement will be printed in the record. 


(The statement follows:) 


REMARKS OF BERNARD BLIER, SECRETARY CITY PLANNING COMMISSION, SCRANTON, 
Pa., BEFORE THE SPECIAL SENATE LABOR SUBCOMMITTEE, TAKING TESTIMONY ON 
S. 2663, DEPRESSED AREAS ACT, ON FEBRUARY 10, 1956 


Governor Neely and committee representatives, I am Bernard Blier of Scranton. 
I am secretary of the city planning commission, director of the city’s redevelop- 
ment authority, and public-relations director of the Northeast Pennsylvania In- 
dustrial Development Commission. 

The great interest displayed by the Senate Labor and Public Welfare Com- 
mittee in developing grassroots observations on the Douglas-Flood bill through 
such onsite field hearings, is a clear demonstration to me that the 2d of the 84th 
Congress is intent on providing vital Federal assistance to those areas in our 
country which do not share the average prosperity now being enjoyed by more 
fortunate regions. 

I am grateful to this subcommittee for your invitation to appear here today, 
and to briefly state my personal feelings drawn from close association with the 
problems and the progress of our chronic anthracite labor-market area. 

At the very outset, I would like to clearly state that I am in full accord with 
the theme of 8S. 2663. I further believe that those among us who are familiar 
with community programs of self-help or who plan to wage such programs in the 
future, will be in full support of this measure. 

While representatives of area industrial-development programs have already 
presented testimony, or will during the course of this afternoon, designed to 
point out the great need for Federal loan capital to share the risk in community- 
project financing, I will discuss two other major points very germane to this 
entire program. 

I believe that the Congress of the United States can make a substantial con- 
tribution to the restoration of soft spots economy by initiating a very well planned 
and adequately financed public-facilities program. 

Under section 9, many projects, now deferred because of the condition of the 
local economy, could be launched that would furnish new and needed public 
facilities, relieve the local public agency from such financial burden, but most 
of all, provide sadly needed male construction jobs. In the thirties, the Federal 
Government, when the national economy faltered after a brief period of about 5 
years, kicked off a public-works program to infuse new earned dollars into the 
economy. 
Many of our so-called distressed areas have been visited by chronic labor sur- 
' pluses for almost 25 years. In many sections of this very area the prosperity of 

the twenties was beclouded by the depression of the thirties, which continued 
through the forties, and is continuing past the midway point in the fifties—de- 
spite the claims of total prosperity made in some quarters. 

I know that the cities and other political subdivisions in northeastern Penn- 
sylvania, and I am sure in all other labor-surplus areas, would welcome some con- 
crete public-facilities program which is very significantly a major part of this 
proposed legislation. 

I know that Congressman Flood feels that this program of public improvement 
for areas such as ours, joined together with industrial-development loan provi- 


sions of the bill, will go a long way toward assisting our communities help 
themselves. 
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The other major point that I would like to express before the subcommittee is 
the absolute necessity of incorporating those sections of 8S. 2802, which would 
permit the Housing and Home Finance Administrator to assist local communities 
in the preparation of badly needed industria! sites. 

I am executive director of the Scranton Redevelopment Authority, and we have 
three urban renewal projects now in varying stages of development. Because 
of the conditions that such project areas must be clearly predominantly residen- 
tial in character, to quote the law, Scranton was forced to bypass several blichted 
sections of the city that could be very easily redeveloped for industrial reuses. 

I strongly suggest to the subcommittee that it consider adding sections 1038 
through 106 of Senate bill 2892 or expand the Housing Administrator's authority 
further, to assure full participation of communities such as ours in the urban 
renewal program and its proposed adjunct the industrial-site development plan. 

In conclusion, I would like to say that our Scranton Chamber of Commerce, 
through its nonprofit community-development corporations has utilized all of 
our local financial resources, simply because of the success of their technique of 
building and financing. Now, they, together with other similarly successful com- 
munities, need the assistance of the Congress. They need risk money. They 
want to borrow this money under your revolving-fund principal. They are not 
in support of any giveaway program. S. 2663 will accomplish that in spirit. 

Others have no doubt labored this point before. But it demands further em- 
phasis. The best way to help a soft-economy region is to help and expand exist- 
ing industry. I am sure that your committee can devise some reasonable manner 
by which our procurement authorities might provide special contract preference 
to surplus-labor-area regions. Many pious Government pronouncements have 
been broadcast periodically from Washington, but not yet in my experience has 
any of these granted any help. 

I believe, too, that the fast tax write or other tax incentive plan should be 
expanded for so-called distressed areas. 

I wish to express my appreciation to the subcommittee for their sincere interest 
in endeavoring to help hard-pressed communities that have made a valiant effort 
to help themselves. 

Thank you. 


Senator Neety. Our next witness is the distinguished Mayor Kelly, 
of Carbondale. 


STATEMENT OF FRANK P. KELLY, MAYOR OF CARBONDALE, PA. 


Mr. Ketiy. Thank you, Senator. 

It certainly is a pleasure to be invited to come here. I know you 
are pressed for time, and I have a printed statement. I just want to 
read the closing remarks. 

Our community is 100 percent behind this bill. We think it is 
something that is needed, not only for our community, but for the 
entire region here who are suffering the same effects that we are. Our 
community is trying to help themselves. We are not unmindful of 
our conditions, and we are not sitting back doing nothing. We have 
organized an industrial development group, and with the chamber of 
commerce we are endeavoring to solve our problems. And we feel 
that with the help that we would receive through this bill, that we can 
solve our problem. And Carbondale is a city that is fighting to stay 
alive. The Carbondale Chamber of Commerce and Carbondale- 
Lackawanna Industrial Development Co., along with other organiza- 
tions, are doing all they can to save the community. I have appointed 
a five-man city planning commission, designed to work with the Fed- 
eral Government in an effort to map out a program for the future. 

We do not want to see Clastaomdnte, a typical God-fearing American 
city, die. The city and its people deserve a better fate. 

That is why, gentlemen, I have come before you today to appeal 
to you for aid. I would welcome a visit from this committee to our 
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city so that they could see conditions for themselves * * * so that 
they could talk with our people * * * so that they could learn what 
it means to live in a great country but still live in a city that has no 
apparent future. 

We love Carbondale very dearly. That is why we are still fighting 
to save all that she represents to us—a great city with great people. 

In closing, I wish to extend to you ay heartfelt thanks for this 
opportunity of appearing before you. have stated the case of 
Carbondale as briefly as possible. I trust that you will give our city 
every possible attention in your recommendations. All that you do 
for Carbondale will be remembered for generations in the prayers of a 
grateful populace. 

Thank you, Senator Neely. 

Senator Negety. Mayor, we are much obliged to you. Your written 
statement will be printed in the record. 

Mr. Ketxiy. Thank you. 

(The prepared statement of Mayor Frank P. Kelly, of Carbondale, 
Pa., is as follows:) 


The people of northeastern Pennsylvania and those of the city of Carbondale, 
in particular, are most fortunate that this senatorial committee has seen fit to 
come here to obtain firsthand information about conditions in his acutely 
distressed area. 

As mayor of the city of Carbondale, I am thankful to be offered this oppor- 
tunity of telling the story of an American community that is now in the throes 
of death. 

To acquaint you honorable gentlemen with today’s facts permit me to go 
back over 140 years ago * * * and, in a brief manner, relate the Carbondale 
story. 

Carbondale, you can say, came into existence in 1812—36 years after the 
signing of the Declaration of Independence. Resolute settlers, seeking the then 
free land, came into this northeastern Pennsylvania valley and built their 
humble log cabins along the banks of the tranquil Lackawanna. 

These hardy souls little suspected that they had established their farms upon 
a great section of the world’s finest anthracite deposits—but they were not long 
in finding out. Less than 8 years later, two engineers from Philadelphia came 
through the forests and made preliminary tests to uncover the coal. 

These engineers had heard other settlers tell the Indian legend about the 
mountains of black rock that could be sighted up where the Lackawanna began 
its leisurely course. 

The engineers did not stay long. That autumn they were back in Philadelphia 
to form a mining company, aided by New York capital. 

The following spring the first Carbondale coal was hauled by mule to Phila- 
delphia and then sent by ship to New York. An exhibit of coal at the Battery 
in 1820 bore the legend “Removed from the ground at a junction called Ragged 
Island in northeastern Pennsylvania.” “Ragged Island” was the name placed 
upon Carbondale. 

Shortly afterward, Philip Hone, New York financier and political leader, had 
the name on coal shipments changed to “Carbondale” upon the suggestion of 
his good friend, author Washington Irving. 

The name “Carbondale” has been with this great city, through prosperity and 
poverty, through joy and sadness, since that time. 

Incorporated as a third-class city in 1851, Carbondale was built around the 
mining industry. When anthracite prospered, as it did for 80 years, Carbon- 
dale prospered. The good people of the Pioneer City never believed that the 
supply of coal would dwindle or that the market demand for it would drop by 
an amazing percentage. 

Because of faith in anthracite, the people of Carbondale were lulled into be- 
coming a one-industry community. The few plants that did come into the city 
were hard pressed to match the wages being paid out to mineworkers, and some 
of them left the scene abruptly. Others, though, stayed for some years. 

Mine strikes began to take a toll in Carbondale as they did elsewhere in the 
Nation. Back in 1922, Carbondale began to feel the pressure of a restricted 
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economy. In 1930, several independent mines closed. Within another year, 
two mines of a major coal concern suspended operations. 

But the worst was yet to come. In the next 6 years, the principal railroad 
serving Carbondale removed its car repair yards employing 200 men; silk- 
throwing mill with 90 employees left Carbondale; a nationally known welding 
concern with 80 men left for central Pennsylvania to be near its main opera- 
tion; a machine company with some 210 men was sold to a New Jersey con- 
cern ; one of the community banks closed its doors. 

Carbondale, as the year 1936 came to a close, believed that it had suffered 
enough. Efforts were made to obtain industries to replace those that had de- 
parted, but there still remained that faith in coal mining and the residents felt 
that the picture would brighten. 

They were wrong. From 1936 to 1942 a steady decline was noted. Money 
from the young men serving in the Armed Forces helped ease the burden during 
the years 1942 to 1945, and the few local industries managed to secure some 
military contracts and the idle males went joyfully to work. 

The year 1946 saw GI training schools mushrooming all over Carbondale. 
The war veterans went to shoe schools, automotive schools, plumbing schools, 
carpentry schools, welding schools, and machine-shop schools. Even the mines 
seemed to enjoy a period of false prosperity from 1942 onward. 

Then all of a sudden the dream ended. City leaders awakened to the fact 
that mine employment had taken another sharp drop. As the GI schools began 
to close, the flow of money that once was a deluge became a trickle. 

From 1949 to the present day has been a series of tragic happenings for the 
good people of Carbondale. The community that boasted of being the first 
place where an underground anthracite mine was opened in the United States 
could no longer look to the coal companies. 

Caves tipped once proud dwellings and the people sought aid in vain. Huge 
draglines and shovels appeared on the scene, and strip mining, because it was 
cheaper, came into existence. Piles of earth, some towering 30 to 60 feet, left 
in the wake of such surface mining now have changed the landscape into some- 
thing resembling the dire battlefields of Europe. Efforts to speak out against 
such conditions have been without avail. 

The principal railroad serving Carbondale changed from steam to diesel in 
1952, and the huge roundhouse once employing 200 men is now idle. A plant 
that started in the former machine company location went bankrupt. Passenger- 
train service between Carbondale and Scranton was suspended. The list of 
railroad workers was cut by some 670 men during the past 10 years. 

What has happened to all these workers? you may ask. Well, some of them 
have found meager employment in Carbondale, a few have found substantial 
jobs—but most of them are now working in New Jersey, the District of Columbia, 
Maryland, Ohio, and New York. Others are scattered across the Nation. 

Along in 1945 the needle industry came into Carbondale and this valley. Evi- 
dently they had heard of conditions and realized that there would be many 
women looking for work. This industry, which employs only a very few men, 
is now the chief soufce of work in Carbondale. This is a far cry from 30, 40, 
or 50 years ago, when all men had profitable jobs and women worked only in 
stores. 

The entire attitude of Carbondale is one of discouragement. For the past 
12 years the city has been beseiged by a mine fire, the scope of which forms a 
subterranean furnace beneath one-quarter of our community. The Federal Bu- 
reau of Mines has expended some $200,000 in a futile effort to conquer this fire, 
and the Commonwealth of Pennsylvania has voted a $1 million appropriation 
for the task when funds are available. 

In the meantime, those who reside in the mine-fire area must set their alarm 
clocks by the hour so that the family may arise for mutual safety. Toxic gases 
from the fire have already claimed 2 lives, and more than 20 other persons have 
escaped death by narrow margins. 

Last January 1955 a fire costing over $425,000 swept a section of central city 
in Carbondale. This was followed on February 4, 1955, by one of the Nation's 
biggest fires—one which gutted about one-quarter of the business district, with 
Ar at running to $3,200,000. The city is still struggling to recover from this 

ow. 

Latest unemployment figures for Lackawanna County show that approxi- 
mately 12.3 percent are unemployed. A checkup with Carbondale office, Penn- 
sylvania State Bureau of Employment Security, indicates Carbondale’s unem- 
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ployment averages about 13.4 percent. If you include idled railroad workers, 
who are now receiving benefits through the Railroad Retirement Act, this would 
bring the unemployment average for the city of Carbondale to 15.2 percent. 

Back in 1920 the population of Carbondale was 18,640. In 1930 it was 20,061. 
In 1940 it was 19,335. But in 1950 it had declined to 16,235. Today it is safe to 
assume that Carbondale’s population has dropped to 13,000. 

Carbondale, gentlemen, is a proud city. It is a patriotic city. During World 
War II over 2,000 of its sons and daughters served in the Armed Forces, and the 
monument in Memorial Park contains the names of 92 war dead. 

It is a city that is fighting to stay alive. The Carbondale Chamber of Com- 
merce and Carbondale-Lackawanna Industrial Development Co., along with 
other organizations, are doing all they can to save the community. I have ap- 
pointed a five-man city planning commission, designed to work with the Federal 
Government in an effort to map out a program for the future. 


We do not want to see Carbondale, a typical God-fearing American city, die. 
The city and its people deserve a better fate. 


That is why, gentlemen, I have come before you today to appeal to you for aid. 
I would welcome a visit from this committee to our city so that they could see 
conditions for themselves—so that they could talk with our people—so that 


they could learn what it means to live in a great country but still live in a city 
that has no apparent future. 


We love Carbondale very dearly. That is why we are still fighting to save all 
that she represents to us—a great city with great people. 

In closing, I wish to extend to you my heartfelt thanks for this opportunity 
of appearing before you. I have stated the case of Carbondale as briefly as 
possible. I trust that you will give our city every possible attention in your 
recommendations. All that you do for Carbondale will be remembered for gen- 
erations in the prayers of a grateful populace. 

Thank you. 


Senator Nregety. The hearing will now be recessed until 1:30 this 
afternoon. 


(Whereupon, at 12: 35 p. m., the subcommittee recessed to reconvene 
at 1:30 p.m.) 
AFTERNOON SESSION 


Senator Neety. The subcommittee will be in order. 

Congressman Flood is recognized. 

Mr. Fioop. Mr. Chairman, now that we are here for the afternoon 
session, I am pleased and delighted to have as the witness at this time 
the distinguished former mayor of the great city of Philadelphia, 
who is here now to testify to your bill. Without further ado and to 
give him all the time for the record, may I present former Mayor 
Clark, of Philadelphia. 


Senator Neety. Mayor Clark, we warmly welcome you and shall 
be happy to hear you. 


STATEMENT OF JOSEPH S. CLARK, JR., FORMER MAYOR OF 
PHILADELPHIA, PA. 


Mr. Crark. Thank you very much, Congressman Flood. 

I am happy to be here under your auspices, because I know what a 
contribution you have made during your distinguished career in the 
Congress to this serious problem which the subcommittee is investi- 
gating here in the coal regions. 

Senator Neety. Thank you sincerely, Mayor, for your more than 
generous words. Let me, in turn, observe that your own unusual 
career, like that of Congressman Flood, who eloquently introduced 
you, has been one of brilliant, faithful service to the people of the 
Commonwealth of Pennsylvania. It is my hope that you will, at 
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the earliest opportunity, come to Washington and help Congressman 
Flood and me and many others win our battle against the unemploy- 
ment of the Nation. 

Mr. Fioop. Words out of my own mouth, Senator. 

Mr. Cuiark. Thank you very much, Senator. 

Perhaps it is just as well that there is no cross-examination of any 
1 of the 3 of us at this point. 

With your permission, Senator, I will file for the record not only 
my own formal statement, but a statement which Mayor Richardson 
Dilworth, of Philadelphia, requested me to present to your committee 
with his apologies for not being able to come up here himself. 

He is busily engaged in some very important matters in Philadel- 
phia. He asked me to represent him here. And I have no doubt that 
you will give due consideration to his statement. 

Senator Nrety. Mayor, both statements will be printed in the 
record in full. 

Mr. Crark. Thank you. 

With your permission, Senator, instead of reading my statement, 
I will attempt to summarize it with the thought that that may save 
you a little time. 

Senator Neety. Please take all the time you desire. 

Mr. Cuiark. In the first place, sir, I should like to indicate my sup- 
port and that of Mayor Dilworth for Senate bill 2663, which is now 
under consideration. I should also like to endorse the testimony 
which has previously been given before the committee by Mrs. Min 
Lurye Matheson, of the International Ladies’ Garment Workers, who 
I see here with a number of her fine people and also the testimony 
submitted on behalf of the Commonwealth of Pennsylvania by, of 
course, Governor Leader and also by Secretary of Commerce William 
Davlin and Mr. Irving Winegard of the State department of labor 
and industry. 

I am encouraged to hope that this legislation may have a somewhat 
better chance of passage, since the conversion, if I may be so bold as 
to call it that, to the philosphy of the sponsors of this bill by the 
national administration, a conversion which I am frank to say may 
come a little late in the day, but which, nontheless, can be welcomed 
by those of us whé would like to see what I think has sometimes been 
called the domestic point 4 program, after President Truman’s for- 
eign point 4 program, really become effective, and not just a matter 
of talk. 

In my printed statement I have outlined the portions of the Presi- 
dent’s economic message in which it seems to me he endorses the princi- 
les of this bill. I would also like to suggest that the administration 

ill, which has also been introduced, seems to me to be inadequate in 
a number of particulars and not as well suited to the purpose as 
S. 2663. 

In the first place, the administration bill, as I understand it, only 
would appropriate $50 million; whereas, this bill has $100 million for 
loans and an additional $100 million for public projects to aid in over- 
coming unemployment. 

In the second place, I would submit that the administration bill has 
too stringent provisions for the making of loans requiring 15 percent 
in all cases of local contributions and permitting loans only to the tune 
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of 25 percent; whereas, the bill before you, as you know, would permit 
loans as high as 662 percent. 

I would think that for this area, the provisions of the administration 
bill would not be particularly helpful. It also occurs to me that there 
is so much redtape in the procedures which are laid down in the admin- 
istration bill that it would be a good many years before any of that 
money was actually forthcoming. 

I also suggest that the unemployment qualifications in order to per- 
mit a community or an area to receive this badly needed assistance are 
too stringent in the administration bill. 

Indeed, sir, if I may say so, I am hopeful that your committee will 
give some consideration to making the unemployment qualifications 
in the present draft bill somewhat less stringent. And in that connec- 
tion, while I have the greatest sympathy with the need of this anthra- 
cite-coal district which has been so well presented to your committee by 
Congressman Flood and the others, I would like, if I may, as the ex- 
mayor of Philadelphia, to put into the record some facts which seem to 
Mayor Dilworth and me to indicate a need for Federal assistance, fur- 
ther Federal assistance, in our area. Here are a few of the basic 
facts: 

We recently have undertaken to distribute Federal surplus food 
in Philadelphia, having arrived at that unfortunate situation of low 
income and unemployment which qualified us in the first instance, 
and which we now feel requires us to continue the distribution. 

There are presently 24,000 households in Philadelphia alone receiv- 
ing surplus food which we estimate includes 67,000 individuals. 

Senator Nrery. Mayor Clark, will you permit an interruption ? 

Mr. Ciark. Yes, sir. 

Senator Neery. Does not that percentage indicate that the distress 
in Philadelphia has been similar to that in your State as a whole? 

Mr. Ciark. Yes, sir. 

But not quite, because, you see, we have a population of slightly 
over 2 million. There are now 67,000 individuals on surplus food. 
But the point I would like to make, sir, is that that is 10,000 house- 
holds more than was the case in the end of August 1955. We are on 
the way up in the number of families who are receiving surplus food. 

Senator Nrerty. The clerk has just pointed out to me that in Janu- 
ary 1955 there were 1,005,276 in Pennsylvania living on surplus food. 

Mr. Crark. And at that point, there were none in Philadelphia. 

Our program is relatively new, but the point I would like to make 
to you is that the curve is going up and not down. And there are 
now 10,000 more households receiving surplus food than there were 
at the end of the summer. 

Senator Nrrry. Then, the condition is growing worse instead of 
better ? 

Mr. Crark. That is right, sir. 

That is the point I wanted to make, sir. 

Now, in the second place, our employment in the Philadelphia and 
the eight-county area—we have to look at them a little bit sepa- 
rately—first, there is the city of Philadelphia with 2 million, and then 
there is the 8-county area which includes 5 Pennsylvania counties 
and 3 New Jersey counties. And I will relate my figures to both areas 
as I go along. 
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There are presently unemployed in the Philadelphia area 6.5 per- 
n cent, according to our latest estimate for January and the official fig- 
. ures are not yet in for the Philadelphia area. 
.- me, 1955 that average was 6.8 percent. It is true that during 
t the late fall, we fell, happily, but temporarily, to 4.9 percent. And 
we were then removed from the Government figures as a surplus-labor 
. area. But we are back again now. Moreover, because of our metro- 
e politan area civilization, those figures are unduly conservative. Ap 
proximately 20 percent of our labor force lives outside of Phila- 
1] delphia, but moves in to work there. 
3 The Government computes its figures for the employment force on 
.. ; the basis of the employers’ figures. But it computes the unemployed 
"1 ¢ force on the basis of householders. So that does not give appropriate 
Vv H recognition to the unemployed who live in our surrounding eight 
$1 : county area, but who used to work in Philadelphia and do not work 
i anywhere now. 
- If those figures are adjusted, you would find that the 1955 average 
c percentage of labor force unemployed in Philadelphia went to 10.2 
4 percent, and the January 1956 figure would still be 7.5 percent. 
d t According to Mr. Wingeard’s testimony, which is already in the 
ie s record, there were in mid-December 241,000 unemployed Pennsy]- 
e vanians. Totally unemployed. In the eight-county area of which 


I am speaking in mid-November, there were 85,700 unemployed, and 
we estimate that that figure is now in excess of 100,000. 

From all of this I make the point, sir, that we are an area which 
has a measurable degree of unemployment and economic distress. I 
would not want to have us called a depressed area, but I will say 
this to you, sir: that we have a situation of chronic unemployment and 
chronic distress which will not get better, but in all likelihood will get 
worse. 

I should point out in order to be fair at this point that we are quite 

roud of the industrial expansion in the Delaware River Basin which 
tas it is true, brought great new industries and much employment 


2. 
* to our Philadelphia area. We would not want you to think that we 
1. are in a feeling of hopelessness about the situation. How can it be, 
% you may ask, that what seems to be so inconsistent is, nonetheless, the 
j fact? Here is why. = ; 
. _We have what we call municipal obsolescence. We have a widely 
* diversified industrial economy, but much of it has for years been con- 
~ ducted in loft buildings of an obsolete type, old-fashioned factories 
“ which are no longer up to modern standards, which are located in 
| ; congested areas where traffic and transportation is inefficient, from 
f ; which industries have been moving and moving rapidly either to the 
South, as has been the case with the textile industry, or out into the 
suburbs, leaving a situation of industrial blight frequently in the 
midst of a population which has moved in very heavily from the 
ad South. : 
‘i We now have 400,000 Negroes in Philadelphia. And while they 
a will be in a generation, and perhaps in less time, an enormous mu- 
sa nicipal asset, at the moment many of them do not have the skill or the 
* training or the know-how to become an effective part of a modern 


industrial labor force. And the areas in which they live with these 
obsolete, loft factory buildings do not give them the opportunity for 
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employment. So, while in what might be called the ter Phila- 
delphia metropolitan area, we find ourselves in a condition of new 
industries moving in of relative prosperity, in the hard core of the 
city we have sociological and economic blight, and in many instances 
economic misery. 

And that, sir, I think, is something which ought to have the serious 
consideration of your committee. 

Now, what are we going to do about it? I would like to leave with 
you the feeling, sir, that we believe in self-help in Philadelphia, and 
that we believe in self-help in the Commonwealth of Pennsylvania. 
But, as I survey the serious domestic national problems which you, sir, 
have had so much experience with, and Congressman Flood also, it 
occurs to me in field after field we are coming to adopt the philosophy 
that many of these problems are too big for any one level of govern- 
ment or for any one segment of private industry. And we are gradu- 
ally creating a partnership concept of local government, State govern- 
ment, National Government, and private industry working together 
as a team to overcome troubles in our economy, troubles in our human 
= programs, which are too big for any one agency to cope with 
itself. 

I would suggest to you, sir, these facts to indicate that we are self- 
reliant. While I was the mayor of Philadelphia, I had the privilege 
of approving a 6-year capital improvement program of $571 million, 
which the city of Philadelphia will pour into our own city to bring 
us to an up-to-date and modern condition where we can take advantage 
of the fine industrial opportunities and commercial opportunities 
which are in front of us. Just as one example, we are pouring $15 
million into a private-enterprise proposition to create a massive food 
distribution center on what is now an open dump and wasteland in 
South Philadelphia, near where our fine new bridge will cross the 
Delaware. That will enable us to turn into useful commercial employ- 
ment a huge area of the city that has been used as wasteland. 

It will enable us to close Dock Street, which is our major market. 
And as I said, $15 million worth of Philadelphia city money plus 
private bank and insurance money is going into that project. That is 
merely one example of this $571 million program which I mentioned 
the city of Philadelphia has embarked upon during the next 6 years. 

When I was mayor it was my misfortune in 1953 to have to raise 
local taxes a total of some $22 million. My successor, Richardson 
Dilworth, made a public statement earlier this week that in his judg- 
ment local taxes will have to be raised another $30 million next fall. 

So, I think you can see, sir, that we are not resting on our oars; we 
are doing our share of carrying the load. 

Now, with respect to the Commonwealth of Pennsylvania, you have 
had the testimony of Governor Leader which I need not dwell on, 
because it seems to me to make it very clear that the present admin- 
istration in Harrisburg is doing its utmost to put the whole power of 
the State behind this problem of keeping our economy strong within 
the Commonwealth of Pennsylvania. 

We have in Philadelphia an elaborate plan for industrial land use 
conceived by Director of Commerce Walter Phillips during my term 
as mayor and carried on by Mr. Frederick R. Mann, the present di- 
rector of commerce. That will call for the assembly of vacant land 
for the purpose of making it available for industrial sites. 
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The city will put the utilities in to make it right. And we are 
going ahead as fast as we can. Much of that land 1s now already city 
owned. But what we need from the Federal Government is assistance 
in what I might call industrial urban redevelopment. We need 
money, and we need help of the category indicated in this bill to 
enable us to create new industrial establishments to replace these old- 
fashioned loft buildings. We need the Federal Government's help to 
train skilled workers and make skilled workers out of nskillea 
workers. 

We need all the other sociological things which are in this bill to 
help us create the human force and the industrial establishment to 
get rid of this urban blight. We are not very happy about what the 
Federal Government has been doing during the fat 4 years to help 
us with our problems. 

Let me give you two examples. In 1954 the Philadelphia ord- 
nance district let Government contracts to the tune of $13,200,000. 
That was for the fiscal year ending June 30, 1954. A few weeks after 
that, Philadelphia became a surplus-labor area. And, therefore, in 
theory, it was entitled to a precedence for that type of Government 
contract. 

Nonetheless, for the next 12 months ending June 30, 1955, contracts 
in the Philadelphia ordnance district, dropped from $13,200,000 to 
$5,800,000. In the whole Commonwealth of Pennsylvania, our share 
of total Federal expense has dropped from $5,100 million in 1952 to 

$3,600 million in 1954. 

' Now, what is the purpose of all of this, sir? Is it to urge you that 
you amend this bill so as to change the category of dey yressed areas, 


which I personally think, sir, is psychologic: ally shel able and not 


very nice, anyway, if I may be so bold. I do not think anybody likes 
to be called a depressed area. 

I would rather see that definition changed to a surplus-labor area 
and then have the category widened so that we in Philadelphia can 
qualify for our share of the Federal assistance, assuming that we do 
our share, as I indicate we are prepared to do, to pull our own oar 
in the boat. And that, sir, is what I came here to tell you today. 

Thank you very much for your courtesy and your attention. 

Senator Nerry. Thank you very much, Mayor Clark. If the invis- 
ible forms of William Penn, Albert Gallatin, and Benjamin Franklin 
have been looking down upon you and Congressman Flood today, 
they have been saying, “Well done, thou good and faithful servant.” 

Mr. Crark. Thank you very much. 

(The prepared statement of former Mayor Joseph S. Clark, Jr., 
of Philadelphia, is as follows :) 


First, may I express my wholehearted support of Senate bill S. 2663 on which 
these hearings are being held. I am happy that the subcommittee has come 
to Pennsylvania’s anthracite coal area to see for itself economic conditions which 
cry out for governmental assistance. Assistance in which I believe the Federal 
Government must join, because the valiant and combined efforts of local and 
State governmental agencies together with private industry are not adequate to 
deal with the problem of economic blight and chronic unemployment. 

Particularly I should like to endorse the splendid tesetimony given before 
your committee in Washington by Mrs. Min Lurye Matheson, of the International 
Ladies Garment Workers, which portrayed so vividly the needs of this par- 
ticular area and the assistance which the Federal Government could bring. 

I also find myself in accord with the testimony presented to the committee 
on January 6, 1956, by Irvin F. O. Wingeard, of the Pennsylvania Bureau of 








480 AREA REDEVELOPMENT 


Employment Security; on January 23, 1956, by Gov. George M. Leader, and now 
today by Pennsylvania Secretary of Commerce William L. Davlin. 

It is heartening to know that at long last the Eisenhower administration, in 
this year of 1956, has finally espoused the cause for which Senator Douglas, 
Senator Neely, and the other joint sponsors of 8. 2663 have long fought. 

In the President’s Economic Report to Congress he indicated a drastic shift 
in the philosophy of his administration. He said: “We have also come to 
believe that progress need not proceed as irregularly as in the past, and that 
the Federal Government has the capacity to moderate economic fluctuations 
without becoming a dominant factor in our economy.” * * * 

“The Government can do a great deal to help people who have been left 
behind in the onrush of progress by undertaking special programs for raising 
their productivity.” * * 

“To cope with chronic et et | which has persisted in some communities, 
despite the attainment of practically full employment in the nation at large, a 
new area assistance program is recommended.” 

The specific recommendations of the President to help local communities 
reduce unemployment are stated as follows: 

“(a) Establish an area assistance program for aiding communities experienc- 
ing substantial and persistent unemployment, and make technical assistance 
more broadly available to aid urban and rural communities in developing balanced 
and progressive economies. 

“(b) Authorize the Housing and Home Finance Agency to give priority to 
applications for aid, in financing needed public facilities, from communities 
experiencing substantial and persistent unemployment. 

“(c) Make benefits under the urban renewal program available or industrial 
redevelopment of business sections in such communities.” 

It can thus be hoped that the bill before your committee can receive bipartisan 
support and be enacted into law at an early date. 

My principal purpose in appearing before you today is to urge you to extend 
the coverage of this bill to include the serious economic situation which con- 
fronts the city of Philadelphia and its surrounding metropolitan area. In my 
judgment we have in Philadelphia a chronic problem of unemployment and 
economic depression which requires Federal, as well as State and local govern- 
mental assistance. Let me give you the facts. 

(1) We are in Philadelphia today supplying surplus food obtained from the 
Federal Government to 24,000 households containing approximately 67,000 peo- 
ple, or approximately 3.5 percent of our population. This is an increase of 
14,000 households from the September figures. Moreover, the number of house- 
holds is growing every month. 

(2) While unemployment in Philadelphia, expressed in terms of a percentage 
of the labor force dropped during the fall to 4.9 percent, it is rising again, and 
I am confident that the January figures will show the city as having an un- 
employment percentage of approximately 6.5 percent. The 1955 average per- 
centage was 6.8. 

(3) The method of computing these statistics is undoubtedly conservative for 
Philadelphia. Approximately 20 percent of our labor force works in Philadelphia 
but lives outside the city limits. The method of computation determines the 
number of unemployed on an industry basis but the number of unemployed on a 
household basis. It therefore does not adequately reflect our unemployment. 
If the figures were adjusted to express the ratio of unemployed individuals 
formerly employed in Philadelphia the 1955 average would rise to 8.2 percent, 
the January 1955 adjusted average would be 10.2 percent, and the estimated 
January 1956, adjusted average would be 7.5 percent. 

(4) In Mr. Wingeard’s testimony he estimated there were, in mid-December, 
241,000 Pennsylvania workers totally unemployed. In mid-November there were 
in the 8-county Philadelphia area (5 Pennsylvania, and 3 New Jersey counties) 
85,700 unemployed. We estimated that the January figures will show an increase 
to over 100,000. When it is remembered that the Philadelphia area labor force 
is around 1.7 million individuals, it can be seen that our employment situation 
is far from healthy. 

The causes of this situation are chronic, not temporary. They can be removed 
only by combined governmental and private-enterprise action which will cost 
substantial sums of money before positive results will appear. 

Like most large metropolitan regions, greater Philadelphia has a number of 
disintegrating and unhealthy pockets; neighborhoods where obsolete loft-type 
manufacturing buildings have been vacated for more spacious sites in the 
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suburbs ; areas where low-income families, many of them minority groups from 
the South, have move in, headed by individuals with little of the training or 
skills required for modern industrial employment. We are afflicted with indus- 
trial, as well as residential, slums. 

Moreover, because of the built-up area of our central city and our increasing 
traffic and transportation difficulties, it is difficult for private industry or 
chambers of commerce to find large enough sites with adequate offstreet parking 
to make attractive locations for new industry. 

The result is a spreading sore which threatens the prosperity and therefore 
the taxables of the city of Philadelphia, at a time when we need desperately to 
to rebuild and modernize our community, in order to take advantage of the great 
opportunities provided by the industrial expansion of the Delaware Valley and 
the Greater Philadelphia metropolitan area. 

Our municipal government is aware of this challenge and is pressing forward 
with a public-improvements program as heavy as our tax base will permit. Our 
6-year public-improvements program calls for an expenditure of $573,162,461. 
Included in this huge sum are many millions of dollars for slum clearance, urban 
redevelopment, port and airport development, and such projects as the food 
distribution center, sponsored by a civic-minded group, the Greater Philadelphia 
Movement, but requiring over $15 million of city funds to make the program 
economically feasible. 

This food distribution center project will not only redevelop a vast waste and 
open dump area in south Philaedelphia into a thriving commercial center, but 
will permit the redevelopment of the present Dock Street area, now an unsani- 
tary blight all too close to Independence Hall and the Mall project which the 
Federal Government is helping to finance. 

Mayor Dilworth stated earlier this week that taxes in Philadelphia would 
have to be raised an additional $30 million in 1957 to provide the level of services 
necessary to give good government. This increase in taxes would be reflected in 
an increase in our capital improvement program, because the tax base will then 
be able to support many badly needed additional projects which had to be post- 
poned to preserve the city’s credit, based as it largely is, on the percentage of 
the tax dollar which goes for debt service. Our city’s director of commerce, 
during my administration, Walter M. Phillips, and his successor, Frederic R. 
Mann, have completed industrial development plans which will provide the 
matching funds necessary to qualify for Philadelphia’s share of the Common- 
wealth of Pennsylvania’s industrial rehabilitation program outlined to your 
committee by Governor Leader on Jnuary 23. Specific acreage in the city, a great 
deal of which is already cityowned, is being set aside for this program which 
we would hope to extend (if Federal funds are available)in to the depressed 
industrial area mentioned a moment ago. j 

Accordingly I submit that Philadelphia comes before your committee having 
done everything reasonable to help itself in the difficulties I have been discussing. 

I think you will agree that Governor Leader’s program puts the Commonwealth 
of Pennsylvania on the line as doing its full share to bring economic prosperity to 
all of the presently depressed areas. 

It remains to consider whether the Federal Government is pulling its oar in 
the boat. I submit that it is not. 

As one example, let me indicate what is happening to Government contracts 
in the Philadelphia area. In the year ending July 1, 1954, contracts negotiated 
by the Philadelphia ordinance district within the city limits totaled $13,242,600, 
In the following year during which we were placed in the substantial-unemploy- 
ment category by the United States Department of Labor, and were therefore, 
in theory, entitled to special consideration, the contracts negotiated dropped to 
$5,684,700. 

Defense contracts for the Commonwealth of Pennsylvania dropped from ap- 
proximately $2 billion in fiscal year 1952 to $280 million in fiscal year 1954. Penn- 
sylvania’s share of total Federal spending declined from 5.1 percent in 1952 to 
2.6 percent in 1954. 

Just before Christmas the naval air material center announced a drastic cut- 
back in employment at the Philadelphia Naval Shipyard. The best we could get 
out of the Navy was a promise that “every assistance will be afforded employees 
affected in the area to secure alternative employment.” 

We, in Philadellphia, have been the stepchildren of the Federal Government 
for almost 4 years. 

I recommend that S. 2663 be expanded by appropriate language to include as 
a depressed area entitled to Federal assistance (upon a showing that the local 
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and State governments involved are making fair contributions to the solution of 
their own difficulties) any metropolitan area which can show urban, industrial, 
and residential blight adequate to qualify it for Federal aid under present hous- 
ing and urban redevelopment legislation. In other words, I recommend that 
S. 2663 be coordinated with the housing acts of 1954 and 1955 in such a way 
as to create a unified attack on the metropolitan area evils I have been dis- 
cussing today. 


(The prepared statement of Mayor Richardson Dilworth of Phila- 
delphia is as follows: ) 


The Senate bill under consideration states that “unemployment in certain areas 
of the Nation is jeopardizing the health, standard of living, and general welfare 
of the Nation.” Thas was a great step forward, as only a short while before this 
bill was introduced, the President’s Economic Report of 1955, blinded by the 
general prosperity, stated that “adjustment of depressed areas to new economic 
conditions both can and should be carried out by the local citizens themselves.” 

Since then, of course, prodded by the Congress, the President has recognized 
the importance of the problem which the governor of this Commonwealth, among 
others, had given a great deal of thought to when presenting is first program 
over a year ago. 

It is only natural that this State’s largest city should be most concerned about 
the unemployment and lowered standard of living which came in the wake of 
continued depressed economic conditions in a number of areas in the State. 
Quite aside from the element of sympathy, it directly affects the markets for 
Philadellphia’s goods, and the burden on our citizens and our businesses in- 
creases with the increased need for State aid to those unfortunate communities. 

But our concern is more direct. Although on the face of it Philadelphia is 
still prosperous, and though we do not suffer the hardships of Altoona, or Potts- 
town, or Wilkes-Barre, Philadelphia faces serious economic problems. This 
puts us in the “gray” area of facing a difficult economic situation without being 
sufficiently depressed to be at present considered for Federal aid. Philadelphia 
has many of these economic difficulties in common with some other congested 
metropolitan regions in the East, like Pittsburgh, or New York, or Boston, and 
while the city itself bears more of the burden of unemployment and loss of tax- 
ables than the surrounding counties, its problems are essentially those of the 
entire metropolitan area. 

Philadelphia’s economy has not really been able to fully recover from the 194 
recession. The great diversification of our business and industry kept us from 
going as deeply into recession, but by the same token, not enough of our indus- 
tries have participated in the upswing. Unemployment has only dropped from 
a high of 96,000 in January 1955 in the city itself to an estimated figure of more 
than 70,000 this past month. In spite of a temporary seasonal improvement 
toward the end of last year, the 1955 average was about 80,000, or 6.8 percent 
of the labor force, as against 4 percent on the average in the United States as a 
whole. If the figure is calculated as a percentage of the city’s resident labor 
force, it becomes an average of over 8 percent. 

Nor is this all. Although our employment level has stayed about the same 
in the last 4 or 5 years (while national employment has increased by roughly 
4 million), this even level hides a substantial decline in manufacturing of close 
to 45,000 workers, and an increase in trade and services by about the same 
amount. 

Part of this decline is due to higher productivity, brought about by automa- 
tion. Part of it is due to the exodus of the textile and hosiery industries to the 
South—but that only accounts for about one-third of the decline. Given the 
fact that manufacturing for the national market is the basic economic activity 
which enables Philadelphians in turn to buy goods from the rest of the coun- 
try, and that every dollar added to manufacturing generates about $3 income 
of Philadelphians, it is indeed a cause for concern that virtually none of Phila- 
delphia’s industries show a substantial recovery from the recession. 

The prospective increase in manufacturing capacity is not good either; the 
estimates of manufacturers of their expenditures for plant and equipment in 
1956 are 6 percent less than they spent in 1955; the expected expenditures of 
manufacturers across the Nation is up by 13 percent. 

It should be added in this connection that Pennsylvania’s and Philadelphia’s 
share of defense orders has recently been lagging in spite of Federal promises 
to give special consideration to substantial labor-surplus areas. Only recently 





AREA REDEVELOPMENT 483 


has the carrier contract awarded to the Camden yard of the New York Ship- 
building Corp. broken the persistent drought to a certain extent, but defense 
establishments located in the city keep laying off workers in spite of the city 
administration’s protestations. 

Some of the causes of this entire situation are typically urban problems which 
bave not yet received the national attention they deserve. People in growing 
numbers have settled around its core in a completely unplanned way. 

The central city, which should furnish a variety of business, professional, and 
distributive services to an ever-increasing surrounding region, is hemmed in by 
obsolete industrial structures and the general congestion of the city with its 
growing traffic and transportation problem. 

Crowding and lack of space for expansion do not permit industries to grow as 
they should, nor services to be accesible as they must be. All this makes the 
ungainly metropolitan area even less attractive for businesses and for gracious 
living. The diversity and potentialities of a city make it harder to find single 
remedies, but for that very reason more imperative. 

Philadelphia has done a great deal on various fronts to combat these ills over 
the last 4 years, as former Mayor Joseph 8S. Clark, Jr., points out in his testi- 
mony before this committee. My administration is committed to careful eco- 
nomic studies of the causes of and possible other remedies for our economic 
plight. Plans for economic and industrial renewal are being laid. But Phila- 
delphia cannot accomplish the feat of pulling itself out of this precarious situa- 
tion entirely by its own bootstraps. As economic problems continue, they become 
cumulative and harder to solve. Over most of the last 18 months we have been 
a substantial labor surplus area. It would not take too much more to push us 
the added step into becoming a depressed area. 

You will, I am sure, permit me the suggestion that Senate bill 2663 should 
somewhat broaden its definition of “depressed area.” The requirement of sec- 
tion 6 at least 6 percent of its labor force have to be unemployed for at least 
3 years is hard to meet. It is particularly difficult for areas which badly need 
the aid provided under this bill to help them out of a situation which in 3 years 
may be an almost insoluble major problem affecting, in Philadelphia's case, over 
3 million people. It seems unfortunate to have to wait through 3 years of 
consistent misery before remedial action can be really effective. Also, an area 
with diversified industry might improve seasonably which is not too meaningful 
when the long run is considered. (In spite of the average unemployment per- 
centages mentioned above, Philadelphia was taken off the “substantial labor 
surplus area’”’ list by the Department of Labor at the end of last year and will 
now have to be put back.) It is therefore suggested that an average percentage 
of unemployment over the specified period be the prerequisite rather than a con- 
tinuous one. And it may be that this committee will feel that for areas beset 
with peculiarly urban problems, the specified time should be reduced to 18 
months at 6-percent unemployment. 

The specific remedies of bill S. 2663 would be an infinite help for Philidelphia 
if it could qualify for them. Section 9, which provides for the construction 
of public facilities, is particularly applicable. Philadelphia has a carefully 
worker out 6-year capital program of improvement projects which, if speeded 
up, could materially help the economic situation. Many of these projects create 
employment directly, as well as indirectly after completion. Yet the city does 
not have the funds to move them ahead of their schedule. 

If eligible under the bill under consideration, Philadelphia could present im- 
mediately detailed proposals to the Depressed Areas Administrator for con- 
sideration under section 9b. Likewise, the requirement of a “local committee” 
in section 7 is in line with the way in which this has been handled in Philadel- 
phia, as representative committees of prominent citizens have been called in 
every time new problems are being approached: this was done, for instance, 
in connection with putting our urban rerewal plans into effect. The city’s plans, 
for example, to use city-owned land for industrial development has been con- 
cieved in this fashion. 

Not only the number of unemployed workers in the city but their composition 
seems to require greatly increased training, rehabilitation and careful counsel- 
ling. Many are unemployed because their skills have become obsolete. Others 
have never held jobs in modern industrial environments, and need a great deal 
of special advising, training, and vocational education as prescribed under sec- 
tion 15. Better coordination of and strengthening of the services of the State 
employment bureaus would be most beneficial, as would be the payment of sup- 
plementary unemployment compensation (sec. 16). 
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Beyond that, it may be suggested that some of the remedies proposed in the 
Report on Low-Income Families of the Joint Congressional Committee on the 
Economic Report, published 6 months after the introduction of the bill under 
discussion, be incorporated in this bill. In particular, Philadelphia’s small busi- 
nesses have suffered badly and would need technical assistance, financial advice, 
and credit aids. Failures of small businesses, and the inability of the city to 
attract sufficient struggling new ventures which eventually grow into large 
employers of labor, may be responsible for Philadelphia’s long-range economic 
problems to a larger extent than is usually realized. 

Philadelphia is struggling hard to get out of the squeeze between economic 
conditions which require financial help and substantially increased services, and 
a steadily decreasing tax base. Many metropolitan areas, in which millions of 
our people live, suffer the same kinds of problems. They are unable to furnish 
all the means to prevent their slipping deeper into economic difficulties. It is 
most encouraging that the Federal Government realizes its responsibilities with 
regard to deeply depressed areas. I am respectfully submitting that unless the 
urban economic problem is also recognized as a Federal responsibility today. 
Washington may be requested to help at a time when it will be much harder to 
improve the situation. 

Mr. Froop. The next witness, Senator, is Mr. Thomas W. Morris, 
commissioner of Greater Pottsville Industrial Development Corp. 


Senator Neety. Please proceed in your own way, Mr. Morris. 


STATEMENT OF THOMAS W. MORRIS, COMMISSIONER OF GREATER 
POTTSVILLE INDUSTRIAL DEVELOPMENT CORP. 


Mr. Morris. On behalf of the greater Pottsville Industrial Develop- 
ment Corp., and the people of the greater Pottsville area, I wish to 
thank you, Senator Neely, and the members of the Subcommittee on 
Labor for this opportunity to express our views on Senate bill 2663. 

Ours is a depressed area, as described in the bill. 

Senator Nreety. We know about them in West Virginia. We have 
had more than a dozen of them in our State during the past 2 years. 

Mr. Morris. According to the most recently released figures of the 
Bureau of Employment Security, there are 13,975 persons unemployed 
in our labor market area, and that represents 16.7 percent of our total 
civilian labor force. 

This condition is a chronic one and dates back into the 1930’s. It was 
temporarily alleviated during World War IT , but it came back in full 
force immediately on cessation of hostilities. Our area, too, is one of 
those which has been and is continuing to be engaged in positive efforts 
of self-help through industrial development programs. There is a 
chart attached to the prepared statement which I provided the clerk 
which will give you our history, but I brought along this bar chart to 
summarize it for you. 

You notice here that about $588,000 of community-subscribed funds 
have created 5 industrial projects which are employing close to 1,500 
people, and there is a projection of close to 2,200 potential jobs from 
these projects. 

This money again, which was primarily—at least three-fourths of 
it—given in outright gifts to the industrial development corporation, 
has created close to 350,000 square feet of manufacturing floor space. 

The other thing I would like to point out on this chart is that our 
banks have been very cooperative in our efforts. In a total cost of 
these projects of a little over $1,800,000, they have participated to the 
extent of $1,095,000 in the financing of the costs of construction. 
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With that, I would like to skip over our history. This gives you an 
idea of what we are doing. 

Currently, community funds that have been raised are committee 
in these projects. So, now we face the situation where new moneys 
or new credit must be obtained to be able to continue a vigorous indus 
trial development program, 

There is growing evidence in our region too that our banks are 
rapidly approaching the limits of bood banking practice in the making 
of industrial real estate loans. 

Now, in the bill, perhaps the section that seems to us of greatest 
importance in our program, is section 14 concerning rapid tax write 
offs. We feel that in making these available to all new industries 
and not just defense industries, industry will be provided with an 
advantage in locating in our area which will help offset some of the 
geographical and topographical disadvantages that we face in com- 
petition with other areas seeking new industries. 

We feel very definitely that this would improve the competitive 
position of all depressed areas as compared to those which have con- 
ditions that are pretty generally good—where natural inducements 
to industry are perhaps better than they might be in the depressed 
areas. In connection with this feature, we strongly recommend that 
the number of years approved for rapid tax writeoff in each instance 
of a lease-purchase agreement be identical with the tenure terms -* 
the lease. 

Our thinking here is that we do not believe that any industry 
should receive the advantage of this feature in, say, a 5-year period 
and hold a lease with a purchase option at the end of 15 or 20 years. 

Of equal importance to us are the provisions in section 9 referring 
to assistance to public facilities. In the light of the reduced base of 
taxation resulting from the decline of the anthracite industry, such 
assistance would materially help our local governments to undertake 
to provide public facilities which would make our area more attrac- 
tive to new industry. 

Sections 7 and 8 are also pertinent to our need in that a new source 
of credit would be available to us. We urge that these provisions 
be made to specify that loans for construction of industrial facili- 
ties shall be limited to supplementing or replacing commercial lend- 
ing agency participation in the financing of industrial development 
projects, and, further, that these loans be made only when such par- 
ticipation is not sufficiently available on reasonable terms and when 
there is also participation by community and private money. 

Sections 15 and 16, pertaining to vocational rehabilitation and 
training and the extension of supplementary unemployment com- 
pensation to those undergoing such training, are likewise important 
to our local situation. These provisions would assist our local schools 
which have been most cooperative in providing facilities for this 
purpose. 

The procurement provisions of section 11 may prove to be the 
explicit policy statement needed to channel more Federal contracts 
into depressed areas. 

We of the greater Pottsville area do not seek Federal handouts. 
We shall, however, appreciate businesslike Federal loan assistance to 
help up help ourselves. Accordingly, I appreciate, again, Senator, 








486 AREA REDEVELOPMENT 





this opportunity to have expressed these views to you and trust that 
they may be of help in the consideration of this legislation. 

Senator Nrety. They doubtless will be helpful to the committee. 
We thank you for them. 

Mr. Fioop. Mr. Chairman, I would like the record to show that 
Mr. O’Hara, executive director of the Pittston City Chamber of Com- 
merce, a community situated equidistant between Wilkes-Barre and 
Scranton, was and is here and requests permission at this point in 
the record to insert a statement in eee of the bill. And at the 
same time there is and was present in behalf of the Nanticoke City 
Industrial Fund its president, Peter Sulinski. Nanticoke is a city 
a few miles south of here on the Susquehanna River. He likewise 
at this point in the record would like to insert a statement in support 
of this legislation. 

At the same time, Mr. Chairman, I will submit for the record the 
names of a group of officials of districts 1, 7, and 9 of the United Mine 
Workers of. America who have been in attendance for the purpose of 
indicating their support of Mr. Kennedy’s statement and of the bill. 

Their names are as follows: 

From District No. 1, of the United Mine Workers of America: 
Frank Cardona, Leonard Statkewicz, Garfield Lewis, Peter Rutz, 
Lester Thomas, Harry Welley, and John Coccodrilli. 

From District No. 7 of the United Mine Workers of America: 
Martin Brennan, president, and the following representatives: Pete 
Flgzik, Con O’Donnell, Joe McCluskey, James Tolerico, and Edward 
Lazur. 

From District No. 9 of the United Mine Workers of America: John 
Fagan, vice president, and John Reddington, Pete Mahalage, Victor 
Mareta, and Joe Novadomsky. 

And I would also like to include Thomas F. Holleran, vice president, 
bureau of maintenance and way employees, of Kingston, Pa.; and 
also Mr. J. M. Crosby, executive secretary of the Greater Wilkes- 
Barre Chamber of Commerce. 

Mr. Foon. I will submit their names and take their statement. 

Senator Neetry. Thank you. 

Congressman Flood, have you anything further to say ? 

Mr. Froop. I have nothing further, Senator. 

Senator Neery. Ladies and gentlemen, before reluctantly saying 
goodbye, please let me sincerely thank you all for the surpassing 
hospitality you have most graciously extended to me during my first 
visit to your picturesque city of unlimited charm. To your public 
officials, the witnesses who have testified before the subcommittee, 
and the host of courteous people met here today, my gratitude is 
much greater than my power of expression. Long life and green old 
age to youall. And last, but not least, a 24-gun salute to the Sterling 
Hotel for having supplied me a night and a day of comfort, courtesy, 
and entertainment as delightful as I have ever experienced in any 
other hotel in the world. When you come to West Virginia or to 
Washington, please grant me the privilege of at least striving “to 
do unto you” as you have most magnanimously done to me. 

With an affectionate farewell, this hearing is now adjourned. 

(Whereupon, at 2:05 p. m., the committee siiourmed } F 
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